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A Few Important New Purchasers 


of the 


Bank of Detroit, Detroit, Mich. 

Bankers Securities Corporation, 
Philadelphia, Pa. 

Central Trust Company, Chicago, Ill. 

Chase National Bank, New York, N. Y. 


Commercial National Bank, 
Kansas City, Mo. 


Equitable Trust Company, Wilmington, Del. 


Exchange National Bank, Tulsa, Okla. 
Exchange State Bank, Kansas City, Kans. 
Farmers State Bank, Wichita, Kans. 
Federal Reserve Bank, Denver, Col. 
‘Federal Reserve Bank, Kansas City, Mo. 


Federal Reserve Bank, Oklahoma City, Okla. 


Federal Reserve Bank, Philadelphia, Pa. 

Guaranty Trust Company, New York and 
Montreal 

First National Bank, Chicago, III. 


New Key-Button F « E Lightning Check Writer 


Foreman National Bank, Chicago, Ill. 

Laclede Trust Company, St. Louis, Mo. 

Liberty National Bank, Kansas City, Mo. 

Manayunk Quaker City National Bank, 
Philadelphia, Pa. 

National Bank of Commerce, 
Providence, R. I. 

National Bank of West Virginia, 
Wheeling, W. Va. 

New England National Bank & Trust Com- 
pany, Kansas City, Mo. 


Old Dearborn State Bank, Chicago, Ill. 
Providence National Bank, Providence, R. I. 
St. Louis National Bank, St. Louis, Mo. 
State Street Trust Company, Boston, Mass. 
Union National Bank, Pittsburgh, Pa. 


United States Trust Company, Boston, 
Mass. 


Although we have but recently swung into large-scale production on our latest 

new model, the Key-button F & E Lightning Check Writer, the roster of satisfied 

users is already comprehensive and noteworthy. Above we list a few leading bank 

customers to indicate the calibre of users of our newest and best development in 
check protection. 


Write for literature. No obligation. 


THE HEDMAN MANUFACTURING COMPANY 


1158 Center Street 
CHICAGO 
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THE PLANTERS 
NATIONAL BANK 


Fredericksburg, Va. 


OUNTERS providing low line of visibility now predominate. 
Important attributes of this type of screen are the close con- 
tact between depositor and teller, and better protection. 


Above are views of the second installation in America. Differ- 
ent designs have been introduced by us in several new installa- 
tions and in many remodelings of the high type screen. 


A. STANLEY MILLER 


Avenue C and Ocean Parkway 


Bank BROOKLYN - New YorK Vault 


Architects Engineers 


When writing to advertisers please mention the American Bankers Association Journal 
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h, how good that 
hat-band looked 
on foreign soil 


~almost like a 


sight of the flag’ 


“EVER since returning from our trip .. 
I have been meaning to write and tell 
you how much we did enjoy every mo- 
ment of it, and thank you for all you did 
to make it sucha success. I can’t tell you 
how much the American Express meant 
to us all the way round, whether it was 
at the offices or at the docks or stations. 
We had such delightful treatment every 
place”... This is the exact wording of a tribute 
to American Express Service from tuo women 
patrons. 


Traveling unescorted Around the 
World, these gratified women travelers 
tell of their appreciation of the Helpful 
Hand of American Express Service. 


Wherever tourists gather, the smart, 
uniformed representativesof the American 
Express—who typify the Helpful Hand 
—are always ready to make journeys 
happier and safer. Each man is a Service 
Station specially maintained by the 
American Express to give personal assist- 
ance to all patrons and particularly those 
who carry American Express Travelers 
Cheques. 


oyeansbip tickets, hotel reservations, This valuable service abroad is ex- 

itineraries, cruises and tours planned tended to your depositors to the fullest 

and booked to any part of the world by degree when 
the American Express Travel Department they carry 
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AMERICAN 
EXPRESS 


Travelers Cheques 


When writing to advertisers please mention the American Bankers Association Journal 
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Depreciating Currency 


[THE JOURNAL COVER PICTURE; FROM A PAINTING BY WALTER DE MARIS]—————- 


HERE is nothing ambiguous 
about Section 165 of the U. S. 
Criminal Code — or indeed 
about any other criminal code that 
we have ever read. Section 165 deals 
with falsifying, mutilating or light- 
ening coins. ‘Whoever,” it impres- 
sively and plainly begins, for that 
means everyone, and 
no exceptions, ‘‘fraud- 
ulently, by any art, 
way or means shall de- 
face, mutilate or im- 
pair, diminish, falsify, 
scale or lighten, or 
cause or procure to be 
fraudulently defaced, 
mutilated, or impaired, 
diminished, falsified, 
scaled or lightened, or 
willingly aid or assist 
in fraudulently defac- 
ing, mutilating, im- 
pairing, diminishing, 
falsifying, scaling, or 
lightening the gold or 
silver coins—” 

Thus it begins, covers almost every 
conceivable form or practice of mu- 
tilation and ends with the statement 
that he “shall be fined no more than 
$2,000 and imprisoned not more 
than five years.” 

From all of which it is reasonably 
plain that the government will come 
down hard upon anyone who may 
take liberties with its coins. 

But that was not always the atti- 
tude. In the early days of America, 
the government was not so particular 
about these things. Clipping coins 
—clipping in that time presumably 
meant any method of punching or 
nicking out a piece of the metal— 
was practised often enough by pri- 
vate citizens, and on one occasion 


the government itself ordered that a 
lot of foreign coins be reduced in 
weight, before being put into circu- 
lation. By that stroke the govern- 
ment merely did in the beginning 
what many individuals would have 
done when the coins came into their 
hands, and so the government saved 
a tidy bit by being 
early at the job. 


HIS official de- 

basement grew out 

of the receipt of specie 

to the value of about 

$470,000 from France 

in 1782. ‘Much of it 

was found to be of full 

weight, and, as such, 

rather an embarrass- 

ment of riches,” says 

one authority. So it 

came about that on 

December 23, 1782, 

Timothy Pickering, 

Commissioner General 

(the then designation 

of the official in charge of finances), 

was told in writing that the coins 

must be reduced in weight. Would 

the government pay a penny apiece 

for having the coins lightened, or 

would the Commissioner do it him- 
self? 

“Tis a shameful business,” he 
wrote the next day, requesting a 
couple of punches, a pair of good 
shears, an anvil and information as 
to “how the goldsmiths put in their 
plugs.” 

The cover illustration on this issue 
of the JOURNAL is the artist’s con- 
ception of the place and the manner 
in which Commissioner Pickering 
went about his unpleasant task dur- 
ing Christmas time of 1782. 
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ORE than 90% 


‘of all banks in New York City, 


Philadelphia and Pittsburgh 
are equipped with HOLMES 
ELECTRIC PROTECTION— 
the standard for seventy years 


LOS ANGELES-FIRST NATIONAL 
TRUST & SAVINGS BANK 


is the result of a half century of develop- 
ment paralleling the growth of the State. 
Its service extends over the entire south- 
ern half of California through conven- 
iently located branches in its principal 
cities. 


Wi 


Banks and bankers are invited to direct 
their Pacific Coast business to us. A 
twenty-four hour transit service is avail- 
able for their convenience. 


Resources more than 
300 Millions 
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How Many of Your Staff 


Read the “Journal’’? 


The copy of the American Bankers 
Association Journal now in your hands 
is filled with facts, ideas and basic bank- 
ing information which will be of in- 
calculable value to the members of your 
staff in handling more efficiently the 
responsibilities entrusted to them. 


In what George E. Roberts has to say about 
the credit situation; in that able and informative 
article by Kingsley Kunhardt on the investment 
of trust funds; in Judge Paton’s discussion of the 
California bank tax amendment; in the diary of 
the Bank Examiner with all its revealing insights 
into bank methods and practices: in all the dozens 
of other equally suggestive papers on the most 
varied phases of banking, there are experiences, 
slants and opinions that must stimulate the inter- 
est, broaden the working knowledge, and stir the 
constructive thinking of every forward-looking 
member of your organization. 

This issue, instructive as it is, is but a regular 
typical issue-—_twelve times each year the Journal 
assembles, from all sections of the banking world, 
just as much more that is new, interesting and 
needful to know about banking and its constant 
advances toward the goal of higher efficiency 
and greater public service. 


Usable though all this information is, 
your bank is not getting its ful/ share of 
good from it until it has been made 
generally available to all those upon 
whom you depend for results—and one 
subscription is woefully inadequate to 
achieve this end. 

More than 1000 banks are now mak- 
ing certain that all this wealth of sound 
banking information is put to profitable 
use, by themselves placing subscriptions 
for certain key-men in their organiza- 
tions. The cost of doing this is trifling— 
the results immediate, lasting, and out of 
all proportion to the small amount in- 
volved. 

Select five or more such employees; 
send us their names and home’ address 
today to receive the Journal for a trial 
year at the special reduced group rate 
of $2.00 per year—and watch the results. 


AMERICAN’ BANKERS 
ASSOCIATION JOURNAL 
110 East 42d Street New York City 


Isn’t the Christmas season an especially propitious 
time to put this sound plan into effect? 


When writing to advertisers please mention the American Bankers Association Journal 
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The Credit Situation 


By GEORGE E. ROBERTS 


Vice-President, The National City Bank of New York 


Fundamental Credit Conditions Have Undergone Great Change. 
Stoppage of Gold Imports Reduces Basis for Loan Expansion. 
Market and Not Outside Authority Has Been Making High Call 


Money Rates. 


GREAT change has come over 
the general credit situation in 
the past year. One year ago 
money was lending in New 

York City upon stock exchange collat- 
eral at about 4 per cent; in recent 
months it has been ranging from 6 to 
7% and higher. Upon commercial paper 
the advantage has been less, but from 1 
to 1% per cent and long term investment 
rates are higher. The change is signifi- 
cant because it results from a change 
in fundamental conditions. 

In order to understand them one must 
first have a clear idea of bank credit. 
A bank loan usually results in a de- 
posit, for the borrower generally takes 
credit in his bank account and checks 
against it. He may check it all out but 
the checks will be deposited in other 
banks. Hence a general increase of bank 
loans usually causes a general increase 
of bank deposits, most of them payable 
on demand. Our banking laws for the 
protection of the situation require that 
every bank shall keep certain cash re. 
serves against their deposits. Our bank- 
ing system is based upon gold, and in 
the last analysis the capacity of our 
banks to expand their credits depends 
upon their holdings of gold. The gold 
is now consolidated to a great extent in 
the Reserve banks. 


Dumped in Our Lap 


ROM 1920 to 1927 we had an almost 
uninterrupted inflow of gold, ex- 
cepting the year 1925, when largely on 
account of our participation in the 
Dawes Plan loan to Germany we had a 
net export of about $135,000,000. In 


every other year of that period we had 
a surplus of gold imports, and the ag- 
gregate gain was nearly $2,000,000,000. 
We did not get this gold because we 
wanted or planned for it; conditions 
were such that the world dumped it in 
our lap. It came as the result of abnor- 
mal economic, financial and political con- 
ditions in Europe. 

This gold flowed into the member 
banks and was passed on to the Reserve 
banks, becoming the basis of credit. The 
Federal Reserve act requires that in 
what are known as Central Reserve 
cities, which are only three, New York, 
Chicago and St. Louis, the reserve shall 
be 13 per cent on demand deposits, in 
what are known as Reserve cities, com- 
prising sixty-four cities of leading im- 
portance, 10 per cent, and for all other 
member banks 7 per cent on demand de- 
posits. For time deposits, on not less 
than thirty days’ notice, the. required 
reserve is 3 per cent for all banks. 


Gold Supports New Loans 


T is of some importance that the 

proportion of time deposits in total 
deposits has been steadily increasing. 
On December 29, 1922, it was 28 per cent 
for all member banks and for June 30, 
1928 it was 37 per cent. This low rate 
on time deposits lowers the average rate 
on all deposits and thus increasing the 
credit expansion which may be had on 
the gold reserve. 

Governor Roy A. Young, of the Fed- 
eral Reserve Board, in an address be- 
fore the American Bankers Associa- 
tion recently, stated that on an aver- 
age, for $100 of deposits carried by a 
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Business Innoculated Against Inflation Fever. 


member bank a Reserve bank receives 
$7.50. That is approximately 13 to 1, 
and means that one additional dollar of 
reserve will support $13 of new credit, 
or $7,500,000 of new gold will support 
$100,000,000 of new credit. 

In the first several years of this in- 
flow since 1920 a considerable part of 
the new supplies was used to pay off 
loans at the Reserve banks, and the in- 
crease of credit outstanding was com- 
paratively small, but in the five years 
from June 28, 1922 to June 30, 1927, ~ 
with an increase of $800,000,000 in our 
gold stock, total loans and investments 
of member banks increased by about 
$8,000,000,000, which is approximately 
10 to 1. 


Business Innoculated 


F we include the non-member banks 

in the calculation, the proportion of 
credit to gold is higher. In the same 
five years the loans and investments of 
all banks, member and non-member, in- 
creased by $17,000,000,000 or a credit 
expansion of more than 20 to 1. 

These figures in detail give the mea- 
sure of the influence of these importa- 
tions of gold upon the credit situation, 
and suggest the influence which this 
credit expansion has had on our business 
life. In some respects this influence is 
not as apparent as might be expected. 
From the beginning of the movement 
foreign observers predicted a general 
inflation of prices in the United States, 
similar to that which resulted from the 
credit expansion which followed upon 
our entrance into the war in 1917, but 
that has not occurred. 
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The fact is that business had been 
innoculated against the inflation fever. 
It had experienced inflation from 1915 to 
1920, and deflation in 1920 and 1921, and 
wanted no more of either. There has 
been no inflation in commodities since 
1921, and the increased supplies of credit 
were turned into the stock and securi- 
ties market. The conditions there were 
favorable. The level of prices in 1921 
was abnormally low. Prices had been 
depressed by the high interest rates dur- 
ing the war and years following, and by 
the demoralized state of business in 
1921. Since 1921, while some of the in- 
dustries have been depressed, the coun- 
try has been generally prosperous. In- 
dustrial costs were high, but enterpris- 
ing managers poured out great expen- 
ditures for improvements, and results 
have been seen in the earnings. Cap- 
ital has been accumulating and flowing 
into the market from more sources than 
ever before, and this, together with the 
increasing supplies of bank credit re- 
sulting from the gold imports, caused a 
rapid decline of interest rates. 


Elite of Corporations 


OWER interest rates always have a 
prompt reaction upon capital values. 
If the general level of interest rates de- 
clines, capital values inevitably rise. In 
an 8 per cent money market, such as we 
had in New York in 1920, a 6 per cent 
bond, reckoned simply on the basis of 
current yield, would be worth 25 per 
cent less than par, or 75, but if money 
should fall to a 4 per cent basis, as a 
good many people one year ago were 
thinking it likely to do, that bond on a 
long term basis might be worth 150. The 
same argument applies to stocks and 
the decline of interest rates was the 
most potent influence in getting the rise 
of stocks and securities under way. 
Furthermore, in many cases, the phys- 
ical properties represented the 
stocks in the market, owing to the in- 
crease of constructional costs, have a re- 
placement value higher than before the 
war, and this has been another factor 
in the re-valuation of capital assets. 
Finally, it is to be considered that the 
corporations whose stocks are listed on 
the New York Exchange, and more 
particularly those which have been lead- 
ers in the market, may be said to be 
the élite of American corporations and 
of investments available to the public. 
They are leading, outstanding, progres- 
sive, corporations with records of suc- 
cess and apparently strong in their 


fields. 
Plunging Ahead 


URTHERMORE, the years since the 

war have been, as I have indicated, 
years of many industrial and business 
changes, in which these companies have 
been prominent—of mergers, reorgani- 
zations and consolidations which while 
putting a good many concerns out of 
business have been advantageous to sur- 
vivors—years of new ideas and methods 
in industry and in merchandising—and 
in many cases the results have been of 
the kind which fire the imagination. 


The agricultural implement industry 
will serve as an illustration. In 1921 
this industry seemed to have an uninvit- 
ing outlook for years to come, but today 
it is riding the high tide of prosperity, 
and looking out upon the most promis- 
ing future it has ever known. It has 
rehabilitated itself and is promising to 
create a new agriculture. 

These changes and developments, with 
the favoring fundamental condition of a 
continuing supply of new credit at low 
interest rates, have been the basis of 
the greatest period of stock speculation 
ever known. Once such a movement gets 
under way it tends naturally to gain 
support and momentum, and this one 
was plunging ahead with tremendous 
impetus; when suddenly something hap- 
pened. A new situation developed, which 
suggests the old problem of what would 
happen if an irresistible force should 
meet an immovable obstacle? 


An Outflow Began 


CHANGE, dramatic in its sudden- 

ness and vital importance, has 
taken place in the past year. The in- 
flow of gold, which had been almost 
uninterrupted for several years, ceased, 
and more than that, an outflow began, 
which in the course of ten months took 
away practically all of the gains of the 
previous years. 

Under our old banking and currency 
system, which we lived under for years, 
and under which we had an almost com- 
plete suspension of cash payments in 
1907, that loss of gold would have been 
calamitous; for having build up a great 
fabric of credit on those importations of 
gold, we would have had to pull it down, 
at the same rate, some 20 to 1, at which 
it had been built up, and that would 
have meant general disaster. The Fed- 
eral Reserve System, however, by rea- 
son of being the holder of the consoli- 
dated gold reserves of the country, and 
a large reserve of credit-making capac- 
ity, was able to handle the situation 
without any contraction of credit. There 
has been no contraction of credit on ac- 
count of the loss of over $500,000,000 
of gold. 


Bidding for Money 


HE stock market took that service as 

a matter of course and went on buy- 
ing stocks and borrowing more money, 
as before. A rising stock market must 
have more credit, or at least it always 
wants more, and it would not make 
much headway, if all purchases had to 
be made with payments in full, cash 
down. The Reserve authorities, how- 
ever, soon let it be known that they con- 
sidered it one thing to release Reserve 
credit to take the place of the gold ex- 
ported, but another and very different 
thing to release it to serve as the basis 
of continuing stock speculation, and that 
they were unwilling that their reserves 
should be drawn upon for that purpose. 
They raised the discount rate in Janu- 
ary, 1928, again in May and again in 
July, and took other steps to tighten 
the credit situation. 


December, 1928 
— 


Interest rates began to rise, but the 
stock market had no intention of being 
cut short in a prosperous career by any 
mere shortage of gold reserves or an 
announcement of banking policy. It-ex. 
pressed confidence that it could get 
money by bidding for it, and proceeded 
to do so, with considerable success. Of 
course, bankers knew that high interest 
rates would attract money. They have 
an old maxim in London that 10 per cent 
will draw gold out of the ground. The 
manner in which money or creait re- 
sponds to high rates is simply an jl- 
lustration of the ordinary workings of 
the Jaw of supply and demand. If any 
commodity is in short supply, so that 
there is not enough to meet all demands, 
the price naturally rises under the in- 
fluence of competition, until a part of 
the demand is eliminated, and an equili- 
brium is established on the new basis, 
The people who are willing and able to 
pay the price, get what they want and 
others go without. That is what has 
been happening in the money market 
since the price of money began to rise. 
The price has fluctuated from day to 
day, which shows that it has not been 
artificially controlled but has been re- 
sponding to supply and demand. 


Elastic Elements 


UC’ never was supposed by well-informed 
persons that the supply of credit 
for brokers’ loans would be peremptorily 
shut off. There are many more or less 
elastic elements in the situation. In the 
first place, the Reserve banks have not 
ceased nor hesitated to discount eligible 
paper—the class to which they are by 
law restricted—at 5 per cent and the 
preferred class known as acceptances, 
at 4% per cent, and the amount of Re- 
serve credit outstanding has been sub- 
stantially increased in the last three 
months. It is the usual policy to release 
Reserve credit with some freedom in the 
Fall season, on account of crop-moving 
demands and the increased activity of 
business, and when it is considered that 
each dollar of Reserve credit may be- 
come the basis of $10 to $20 of other 
bank credit, it is evident that the entire 
credit situation is likely to be affected. 

Moreover, if the Reserve banks were 
to shut up tight and not issue another 
dollar of credit, brokers’ loans might 
continue to increase, if the rates offered 
were high enough to attract credit from 
other uses. In time of scarcity the high- 
est bidder gets what he is after. 

There is elasticity in the use of credit 
in all quarters, particularly over limited 
periods. Nearly every locality can prac- 
tice economy in the use of credit for a 
time, and with money lending in Wall 
Street at 6, 7 and 7% per cent interest 
there has been a strong inducement to 
do so. Country banks have had an in- 
ducement to restrict or discourage home 
borrowings and corporations to trim or 
postpone expenditures for a time. Sav- 
ings, profits and other free funds, which 
normally would be going into permanent 
investments, are to some extent, at- 
tracted to the stock market for invest- 

(Continued on page 614) 
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Money Rates and World 


Prosperity 


Roy A. Young, Governor of the Federal Reserve Board, Reviews 
the Year’s Credit Policies. Describes Influence of Foreign Condi- 
tions on Our Rates and Trend toward Cooperative Effort by 
Central Banks for World Financial Stability and Prosperity. 


ARTICIPATION in world affairs 

is a matter of enlightened self- 

interest for the United States, 

and participation includes the 
cooperation of the Federal Reserve Sys- 
tem with the leading central banks of 
Europe for the maintenance of interna- 
tional financial stability and the further- 
ance of world prosperity. 

Such is the conclusion of Governor 
Roy A. Young, Governor of the Federal 
Reserve Board, as a result of his ex- 
perience during his first year as the 
highest officer of the Federal Reserve 
System. In an address before the an- 
nual meeting of the Academy of Politi- 
cal Science Governor Young frankly 
conceded that the Reserve System had 
accepted the risk of encouraging stock 
market activity by its easy money policy 
in the summer of 1927 but contended 
that domestic as well as world condi- 
tions had been helped thereby. 

The swing of reserve policies in the 
other direction during the last year he 
described as increasing the cost of oper- 
ations in securities without undue bur- 
den upon commercial borrowers. His 
address was a clear exposition of fac- 
tors influencing decisions of the Federal 
Reserve authorities during one of the 
most controversial periods since the cre- 
ation of the System. Governor Young 
said: 


The Importance of Money 


66, N the eighteenth century Frederick 

the Great, who knew whereof he 
spoke, said that there were three things 
necessary for war: First, money; sec- 
ond, money, and third, money. This 
statement made 200 years ago is even 
more completely true at the present 
time. Changes in methods of doing busi- 
ness, however, have changed the char- 
acter of money which was then pri- 
marily specie, and now consists largely 
of bank credit. 

“The fundamental importance of 
money and, therefore, of banks to the 
prosecution of wars makes banks carry 
the chief financial burden of the strug- 
gles, and central banks which conduct 
their business primarily with reference 
to the public interest, feel the strain of 
war even more than do commercial 
banks. It is the central bank that sup- 
plies to the government whatever cur- 
rency it may need during periods of war 
inflation, and central bank reserves in 


The Lesser Evil 


66 ALTHOUGH the Fed- 

eral Reserve Sys- 
tem realized that easy 
money in this country 
might be an encouragement 
to further stock exchange 
activity, nevertheless it de- 
termined that this would 
be the lesser of two evils 
and decided to adopt a 
policy of easing the money 
market”—Governor Young, 
explains that the needs of 
business at home and the 
‘preservation of the gold 
standard abroad were the 
chief factors determining 
easy money in 1927. 


times of war are put at the disposal of 
the nation and, therefore, become one 
of the stakes whose fate depends on the 
fortunes of war. 


Toward a Common End 


“re terrible experiences of the 
struggles of 1914-1918 have dem- 
onstrated that the soundness of mone- 
tary conditions cannot withstand the 
onslaught of war. Central banks at the 
present time, therefore, are interested 
in maintaining peace and for that pur- 
pose of maintaining international good- 
will. As a matter of fact, cooperation 
between the central banks rather than 
mutual jealousies, has characterized the 
post-war period. 

“The United States, for example, has 
come to the assistance of all the prin- 
cipal central banks when they have 
undertaken the reconstruction of their 
currencies, and all the important banks 
of issue have joined together in sup- 
porting the endeavors of smaller coun- 
tries to reestablish their currencies on 
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a sound basis. When Belgium stabilized 
her currency there were fourteen or 
fifteen central banks that lent their sup- 
port to the undertaking and the same was 
true at the time of stabilization in Italy 
and in Poland. This cooperation be- 
tween central banks towards a common 
end has contributed to the establishment 
of mutual respect and understanding 
which will be helpful in finding solu- 
tions to international financial problems 
long before they can develop into causes 
of misunderstanding or friction, to say 
nothing of war. 


No Longer Aloof 


é66.N playing its part in the world’s 

monetary reconstruction, the Fed- 
eral Reserve System has been placed in 
a position that has enabled it to render 
more valuable assistance to other coun- 
tries than could at this time be rendered 
by any other central banking system. 
As a consequence of the war, the United 
States has 40 per cent, or more, of the 
world’s monetary gold stock, and also 
has larger foreign investments than any 
other country in the world. 

“In these circumstances the Federal 
Reserve System has realized that cooper- 
ation with other countries toward the 
reestablishment of sound monetary con- 
ditions is not merely an act of interna- 
tional comity, but is also essential in 
the interests of this country itself. 
Sound money conditions abroad enable 
American producers to supply the needs 
of their foreign customers without run- 
ning the hazards arising from unstable 
foreign exchanges. They also increase 
and stabilize the buying power of for- 
eign countries and thus contribute to 
the ability of these countries to purchase 
our goods. 

“In these post war days, the United 
States can no longer remain economi- 
cally aloof from the affairs of the world. 
Her foreign trade amounts to close to 
$10,000,000,000 a year; her foreign in- 
vestments aggregate no less than $25,- 
000,000,000, and her financial and com- 
mercial relations with the outside world 
have become a much greater factor in 
national prosperity than they were fif- 
teen or twenty years ago. Sound do- 
mestie credit policy, therefore, as well 
as the desire to be of service in world 
reconstruction, have caused the Federal 
Reserve System, in formulating its 

(Continued on page 617) 
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The Diary of a Bank Examiner 


By ARTHUR B. MASON 


Seeing Bank Examinations Through the Eyes of the Examiner. 
His First Task One of Discovery. He Must Find to Examine. 


Kaleidoscopic Appearance of Cash Items. 


Pennies. 


T the end of a hot and dusty day’s 
travel, the examiner finds that 
he just about has time to check 
in at the hotel and present him- 

self at the bank a little after closing 
hours. Upon arrival there he is made 
more or less welcome as the case may be, 
depending largely upon the nature of 
the last report made on the bank in 
question, and also upon just how the 
day’s work has gone with the officers. 
He finds, as a rule, that his visit is 
most inopportune, for not only has the 
day been unusually busy, but the presi- 
dent is out of town and one of 
the tellers is on his vacation, 
which necessitates the cashier 
doing double duty and might 
interfere with his giving the 
examiner as much time as oth- 
erwise he could. 
The examiner hastens to as- 
sure the cashier that he will 
get along with as little trouble 
as possible, whereupon he is 
told that it would have been 
much better if he had come 
“say two weeks earlier or even 
three months later, but just 
now our loans are at their peak, 
as liquidation has been delayed 
by weather conditions and one 
thing and another, and you 
may find some past due notes 
in the pouch.” The financial 
statements are declared also to 
be somewhat old, as he has not had the 
time to ask for new ones, but as a matter 
of fact, that would make but little dif- 
ference as “there would be little change 
in them in any event, and what change 
there might be would be for the better.” 


Upside Down 


ITH this cheering preamble for a 
starter, the examiner seals up the 
notes, collateral and the bonds and se- 
curities and proceeds to verify the cash. 
The tellers’ cash is counted and found 
to agree with their records, but much 
time is wasted in counting the unassorted 
currency, as each teller seems to have a 
different idea of what is convenient for 
himself, but on one thing they seem 
to be unanimous, and that is to make 
no attempt to place the bills all in the 
same position; some are reversed while 
others are upside down, and no attempt 
has been made to keep the Canadian bills 
separate. 


Much to everyone’s surprise. after 
counting the reserve cash, the total cash 


The First Day 


HA® begins the first of three 
chapters from the diary of 

a bank examiner, which not only 

tell a tale but point a moral. 


is found to be short several hundred dol- 

lars, but the situation is somewhat re- 

lieved by the discovery of a sack of pen- 
nies, which the teller 
has been keeping on 
the floor in back of 
the safe, and which 
he now _ produces 
with an air of tri- 
umph and a sigh of 
relief for the exam- 
iner to count. 


A sack of pennies 


After this discovery, and undoubt- 
edly heartened by the cordial recep- 
tion accorded the pennies by the exam- 
iner, the teller shows renewed activity, 
and proceeds to unearth various and 
sundry amounts from different nooks 
and corners in the vault, and eventually 
succeeds in producing enough cash to 
bring the balance up to where there is 
only a shortage of $35.85. Just as the 
examiner is about to conclude the count 
showing this amount as_ short, the 
cashier suddenly remembers that he paid 
an insurance premium for one of his 
customers the day before and had for- 
gotten to charge it. A cash item is made 
for the amount which balances the cash 
and allows the examiner to proceed. 
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Saved by a Sack of 


Stubborn Shortages Solved by Penciled Memoranda. 


The cash items present a kaleidoscopic 
appearance, being composed of memos 
for advances made to employees for 
salary, various small items to be charged 
to expense at some future date, record- 
ing fees for mortgages, some customers’ 
checks carried here to avoid showing an 
overdraft, and one mysterious memo on 
a debit slip, the date, being in pencil, is 
illegible, but there are a number of 
small amounts, put down from time to 
time, the total of which always balances 
the amount of cash items. 

The cashier’s attention is called to the 
slip. 

“Well! What do you know about 
that. I didn’t know there was any such 
item in there but Jim (the paying tel- 
ler) can explain it all right.” 

Jim is called upon, but fails to throw 
any light upon it, as it was there when 
he took over the cage two or three 

months ago and “it has always 
been counted in as part of the 
cash.” A general conference 
follows which develops the fact 
that no one knows what it rep- 
resents, but was “probably 
some money spent for postage 
or something or other.” 


Needed Elevation 


HE bonds and securities 

next demand the attention 
of the examiner and he calls 
for the bond register. A search 
for this in the vault seems to 
be fruitless, and hope of pro- 
ducing it is about to be given 
up, when it is found. The 
stenographer, being rather 
short in stature, had used it to 
give her the needed elevation 
in her chair. 

A glance at the register proves it to 
be very far from being up to date. One 
reason is that it has been kept in such 
an out-of-the-way place, and the other 
reason was the fact that it appeared to 
be no one’s particular job to make the 
entries. 

Realizing just how important this 
record was, the cashier thought it best 
that he should make the entries from 
time to time, but finding that he had too 
many other matters to attend to he had 
delegated this work to his assistant 
cashier; the assistant cashier found that 
in order to make the entries he would 
have to have the general bookkeeper 
give him the items after he had finished 
posting, which method proved very un- 
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satisfactory as the bookkeeper fre- 
quently forgot to give him the entries 
and when he did he failed to give him 
all of them. To overcome these difficul- 
ties, the assistant cashier hit upon the 
bright idea to have the general book- 
keeper do the work. This, the general 
pookkeeper was very willing to do in his 
spare time, but it was very evident that 
he had had no spare time so far. Any- 
way, the cashier says “That by analyz- 
ing the general ledger entries it will 
be no trick to work it out as we go 
along.” 


“Yes, Indeed!’ 


S it happens, this little “trick” con- 

sumes just about double the time 
that would have been required had the 
register been properly kept, as the bonds 
and securities have been purchased by 
different officers and at various times, 
and they are all obliged to take a hand 
before the correct book fig- 
ures are ascertained. 

The examiner having been 
refreshed by a hasty supper, 
returns to the bank in order 
that he may get a balance of 
the notes the same evening, 
and will thus have all the 
next day for their discussion. 

In reply to the query if they 

kept a liability ledger, the 
cashier replied: “Yes, indeed! 

I should say we did. We 

never used to bother with it, 

but one of the previous ex- 
aminers insisted on us doing 

so, and we put it in at once. 

It seemed at first like a lot of un- 
necessary work, but we soon found 
it indispensable.” 

There was, however, one little dif- 
ficulty encountered here, and that 
was that it seemed to be a question 
as to just who should keep the ledger 
posted. It was soon found inadvis- 
able for the cashier to attempt the work, 
so it devolved upon the assistant cashier 
to do the work. His duties being many 
and so varied that he apparently entered 
into a partnership with the note teller 
whereby either one of them was to post 
the ledger when the other one was too 
busy. At the time of the examination 
it had not yet been determined which 
one was the busier of the two, and the 
result was discouraging to say the least. 
At that they had not done so bad, for 
many of the lines were posted, though to 
be sure they never extended the balance 
on each sheet, as they never could de- 
termine just what the word “balance” 
at the top of the column meant. 

Seeing that a run of the liability 
ledger would prove useless, the examiner 
takes the pouch and starts to make a 
run of the notes themselves. 


Rummaging About 


A GLANCE through the pouch re- 
veals the fact that, while some of 
the notes have been filed alphabetically, 
there are three other packages of notes, 
one of notes coming due the current week, 
one of past due notes and still another 
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of those requiring special attention. It 
being difficult under such conditions to 
properly segregate the paper of any one 
borrower, and the liability ledger being 
of little value, until brought up to date, 
the examiner requests that all the vari- 
ous packages of notes be sorted back 
into the pouch in their proper order. 
This serves to delay the proceedings 
again, and means that the notes must 
again be sealed up until the following 
morning, when the examiner can make a 
list from them instead of checking 
against the run of the liability ledger. 

At last a run of the notes is made 
and found to be short $4,481.65. After 
checking the run back with the cashier 


Bond register eleva- 
tion 


two or three times without avail, he 
suddenly remembers that the president 
of the bank went to the city yesterday, 
and, as they were a trifle short in their 
reserve, he took with him $5,000 of the 
bank’s notes to rediscount with their 
correspondent. It had slipped his mind 
for the time being, but he hastens back 
to his desk and, after rummaging among 
the papers strewn over it, returns tri- 
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umphantly, producing a pencil memo- 
randum on the back of an old envelope 
as proof positive that such was the case. 


Inadvertently Endorsed 


fife examiner accepts the evidence, 
subject to verification later on, and 
proceeds to try and locate the remaining 
difference of $518.35 over. 

Again the cashier goes over the list, 
and says he “thinks Joe Young’s line is 
too large” and calls upon the note teller 
to see if he is right. 

“No, Young’s line is all right, but 
have you Elmer Week’s note for $550 
in there?” 

“Yes, we have.” 

“Well, Elmer paid that by 
mail yesterday and wanted us 
to hold it until he came in.” 

It appears that the bank 
“held” it all right, but neg- 
lected to cancel it. This now 
leaves the examiner with a 
shortage of $31.65, which 
after exhaustive search by 
the note teller proves to be 
an interest payment, inad- 
vertently indorsed on the 
principal of a note. 

There still being a part of 
the evening left, the exam- 
iner thinks it a good time to 
check the collateral register, 
but on inquiry finds that no 
such record is kept, but that 
he “can easily check that up 
as he goes along.” 

All hands are by this time 
willing to call it a day, and 
the examiner says that he 
will be ready to take up the 
discussion of the notes the 
first thing in the morning 
and would like to have as 
many of the directors pres- 

ent as possible in order that he may se- 
cure all the information at one time. 


What happened on the following 
morning will be told in the January 
JOURNAL. As the foregoing portion of 
“The Diary of a Bank Examiner” indi- 
cates many ways through which some 
banks might save their own time and 
money, so the forthcoming article will 
indicate the sometimes unbusiness-like 
light in which officers present themselves. 


Convention Dates Changed 


CHANGE has been made in the dates 

of the 1929 American Bankers As- 
sociation convention at San Francisco to 
Sept. 30, Oct. 1-3, in place of the original 
dates of Oct. 14 to 17. The original 
dates were set to avoid conflicts with 
previously scheduled local events at 
San Francisco, but a satisfactory ar- 
rangement has been worked out, and the 
new convention dates will permit the 
delegates to the American Bankers As- 
sociation meeting to avail themselves of 
the more favorable summer tourist rail- 
road rates, for which the ticket pur- 


chasing period regularly remains open 
until Sept. 30 each year. 

The Association is returning to San 
Francisco for its annual convention 
after the lapse of a quarter of a cen- 
tury. The Association met in that city 
in 1903. 

However, the Association returns to 
the Pacific Coast after an absence of 
only two years. The convention of 1926 
met in Los Angeles, followed by the 
Houston convention in 1927 and then 
Philadelphia. The 1929 meeting brings 
the bankers back to the Far West. 
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The Short Session of Congress 


By HENRY E. SARGENT 


Important Bank Legislation Pending Before Present Congress. 
National Bank Notes, Bank Taxation and Brokers’ Loans Hold 


Chief Interest. 


Short Session Precludes Much Action Though 


It May Pave Way for Later Developments. The Hoover Method. 


INANCIAL questions are crowd- 

ing to the front in the jumbled 

mass of legislative proposals now 

before Congress. Bank affairs 
are promised attention with unusual 
concentration and Congressional discus- 
sion is scheduled to wander all over the 
field of banking. 

The enactment of new legislation di- 
rectly concerning the banks is another 
matter. This is a short session, ending 
on March 4. Usually the disposition of 
the annual Federal budget and the vot- 
ing of the long array of supply bills is 
practically all that Congress can dis- 
pose of in the way of important legisla- 
tion during a short session. 

This year the chief interest in Con- 
gress centers upon whether the short 
session is to be the forerunner of an 
immediate extra session, to be called by 
Herbert Hoover after his inauguration 
as President, or whether the first Con- 
gress under the Hoover administration 
will be a year hence, the regular session 
of December, 1929. 


The Time Is Short 


ARM relief holds the key to this 

situation. Enactment of legislation 
for the benefit of agriculture, acceptable 
to President Coolidge, at the short ses- 
sion would obviate the necessity for an 
extra session of Congress and relieve 
Mr. Hoover of his campaign pledge to 
call such a session. 

Avoidance of an extra session would 
mean the postponement, for the most 
part, of proposed banking legislation. 
The time is too short to permit anything 
like well considered action on banking 
problems to be taken at the present 
session. Postponement of farm legisla- 
tion until after March, however, would 
give Congress ample opportunity to con- 
sider banking at the extra session. 

The chief importance of the present 
session to the banks, aside from the in- 
direct question of farm relief, lies in the 
preparation which will be made for 
banking legislation either at the extra 
session or in December, 1929. In the 
former event there is always the pos- 
sibility of banking measures being 
forced to take their chances on the 
calendars of the House and Senate with 
the farm bill and other proposals. In 
the latter event there will be ample 
time for extensive consideration of con- 
crete suggestions long before the Con- 
gress convenes. 
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The Time Element 


HE most important 

thing about the present 
session of Congress is 
whether it is to be the fore- 
runner of an exira session 
or whether there is to be 
no Congress until Decem- 
ber, 1929, after the short 
session expires on March 4. 
The time element will be 
an important factor in de- 
termining whether impor- 
tant pending banking legis- 
lation is to be given care- 
ful and unhurried consid- 
eration or whether it must 
take its chances on crowded 
calendars of the House and 
Senate. 


Three Major Proposals 


are three major proposals for 
specific banking legislation which are 
demanding attention. They are: 
Amendment to the national bank 
share tax provision of Section 5219 of 
the United States Revised Statutes, 
fostered by an organized movement on 
the part of tax officials of certain of 
the states, to enable any state to place 
national and state banks in a class by 
themselves for the purposes of taxation 
and impose upon the shareholders in 
such institutions as high a rate as the 
states may deem necessary. 
Consideration of the question of re- 
tiring national bank currency as sub- 
mitted to Congress for its consideration 
by Secretary of the Treasury Mellon. 
Legislation designed to strengthen 
the powers of the Federal Reserve Sys- 
tem for the control of credit—specifical- 
ly, to enable the Reserve System to ex- 
ercise an effective check over the volume 
of brokers’ loans. 
A fourth possibility of banking legis- 
lation lies in the McFadden Act. This 
arises through agitation over the expan- 
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sion of chain banking and the revival 
of the old branch bank controversy. 


Lack of Enthusiasm 


F these banking questions the mat- 

ter of a decision as to the future 
of national bank currency seems the 
only one which will be finally disposed 
of at the short session. The problem of 
bank taxation contains all the elements 
of a long fight. Brokers’ loans offer all 
sorts of difficulties, not the least of 
which is the evident lack of enthusiasm 
on the part of the Federal Reserve 
Board to accepting responsibility for de- 
ciding when the call money market is 
too high. Efforts to review some of the 
provisions of the McFadden Act may be 
made as collateral to consideration of 
the Federal Reserve System but with no 
prospect of receiving serious attention 
at the short session. 

A final decision with respect to the 
future of national bank notes is im- 
perative. Secretary Mellon has an- 
nounced that the initial issue of the new 
small size currency will be made in 
July, 1929. No provision has been made 
for changes in national bank notes in 
the program which calls for reduced 
sizes of United States and Federal Re- 
serve currency. Hence, if national 
bank currency is to be continued a de- 
cision must be reached in time for the 
program for reducing the size of cur- 
rency to be made uniform. Also the ul- 
timate disposition of the bonds bearing 
the circulation privilege still outstand- 
ing is pressing for determination. 


Up to Congress 


policy favors the retire- 
ment of bonds bearing the circulation 
privilege and the complete abolition of 
national bank currency. On Nov. 16 
Secretary Mellon said: 

“It was originally contemplated at the 
time of the creation of the Federal Re- 
serve System that this currency should 
be retired. However, since a consider- 
able period of time has elapsed, the Sec- 
retary of the Treasury deems it advis- 
able to submit the matter to Congress 
for its further consideration. Should 
the Congress determine that the na- 
tional bank currency is to be continued 
in circulation the Department will be 
prepared to begin production of na- 
tional bank currency in the reduced size 
early in the fiscal year 1930.” 

(Continued on page 612) 
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Chicago’s New Banking Era 


By GLENN GRISWOLD 


Middle West Metropolis Is Attaining Financial Independence. 
Chicago Winning a Place Among Other Great Money Centers As 


Focal Point for Financing of Vast Territory. 


Rapid Strides 


Made in Past Decade. Even Faster Growth Forecast for Future. 


HE last stage in the develop- 

ment of any city or any country 

which becomes truly great, in 

the history of the business world, 
is marked by the great expansion of its 
financial institutions. 

These institutions always have lagged 
behind commerce and industry during 
the formative generations and centuries, 
but when the time comes that a country 
or a trade territory produces consider- 
ably more capital than it requires for its 
own needs its banking houses grow amaz- 
ingly. 

The Middle West has entered such an 
era, and a great financial expansion is 
developing, with Chicago as its focal 
point. More has been accomplished to- 
ward making Chicago financially inde- 
pendent and preeminent in the last ten 
years than in all of its previous history. 
The probability seems to be that within 
the next five years progress in this di- 
rection will be greater than that of the 
last decade. And yet it will be five years 
before the city celebrates the centenary 
of its corporate birth. 


Rapid Development 


T is difficult to realize the development 

that has taken place on the mud flats 
at the mouth of the Chicago River with- 
in the recollection of two generations. 

It is but ninety-three years since the 
first bank was established in Chicago, 
and it was a branch of the Second State 
Bank of Illinois. The First State Bank 
had been organized in 1816 at Shawnee- 
town, and it had branches in Edwards- 
ville, Kaskaskia and Cairo, the four 
towns that were destined to be the great 
metropolitan centers of the prairie coun- 
try. It was not until 1835 that the pro- 
tests of Chicago citizens prevailed and 
a branch bank was established at the 
mouth of the Chicago River. There are 
men living in Chicago today whose fa- 
thers helped to organize that bank. The 
first concern of the huge banking organ- 
izations that are being formed and those 
that are being planned in Chicago is for 
commercial banking, but the Middle West 
will look to them to assume leadership 
in corporate financing. And it is but 
forty-six years since the first investment 
bond house was organized in Chicago. 

The story of the growth of Chicago as 
a financial center naturally divides it- 
self into epochs, but we need be con- 
cerned with but two of them. One be- 
gan in June of 1918, when a syndicate 
of Chicago bankers made a public offer- 
ing of $60,000,000 of Armour & Com- 


Sinews of Empire 


O other nation in the 

world except the United 
States can boast of as many 
money centers within its 
borders. Chicago which is 
now furnishing the finan- 
cial sinews for the far 
flung inland empire of the 
Middle West is pictured by 
Mr. Griswold as having 
reached the point where it 
is financially independent 
of New York in domestic 
affairs and where it deals 
directly with London in the 
foreign field. He sees 
banking in Chicago as at 
the outset of a new era of 
expanding activity. 
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pany debentures. That the Chicago finan- 
cial community, on its own initiative and 
resources, should underwrite so huge a 
bond issue without the assistance or ad- 
vice of New York was considered a rash 
if not an impertinent undertaking. 


Financial Independence 


RMOUR & COMPANY was a Chi- 
cago corporation, its securities were 
largely owned in the West, the credit of 
the company was high, and the bonds 
were easily disposed of. Perhaps the real 
independence of Chicago in corporate 
financing might better be said to have 
begun a few months later, when two 
Chicago banking houses underwrote and 
distributed a $25,000,000 note issue for 
the Southern Railway, which thereto- 
fore had been financed almost exclusive- 
ly by the house of Morgan. 

Chicago bankers never have believed 
or hoped that within the reaches of time 
that need concern those now alive, their 
city would pass New York as a financial 
center. But ten years ago they began 
to believe that some time within their 
experience Chicago might attain finan- 
cial independence and be abundantly able 
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to contribute every fiscal service re- 
quired by business of the Middle West. 

At the end of that period the forma- 
tion of a billion dollar banking institu- 
tion in Chicago seems to mark another 
epoch and to indicate that the hopes of 
a decade ago are realized. There is a 
general belief that this great merger will 
be followed by others and that Chicago 
is now equipped to finance the inland em- 
pire around her with her own resources. 


Completely Equipped 


LMOST always in the past students 
who have considered Chicago as a 
financial center have sought out those 
phases of finance that were peculiar to 
Chicago—those departments of finance 
in which Chicago is predominant—and 
have predicated their assumptions of ex- 
pansion for the city as a financial center 
upon the further development of those 
banking services in which she peculiarly 
excelled. 

But now it seems that the one thing 
that particularly marks the era which 
Chicago banking is entering is that all 
marks of distinction are disappearing 
and that Chicago as a financial center is 
now distinguished by the fact that for 
the first time she is equipped to give 
complete financial service in all its as- 
pects. 

Chicago still predominates in the 
financing of grain and livestock and of 
timber operations, but these now are 
merely incidental to a broader banking 
service. Cash grain markets are scat- 
tering; and not only is the total of ware- 
house financing declining, but the rela- 
tion of it to the whole has become al- 
most negligible. Timber financing is de- 
clining, and the securities which repre- 
sent it are scattered to the four corners 
of the country. 


Valid Criticism 


HICAGO has come to be the most im- 

portant public utility financing cen- 
ter in the world, but somehow the busi- 
ness seems to lack the relative impor- 
tance that was expected of it while it 
was being developed. 

Remarka'le as has been the growth of 
financial institutions in the Middle West, 
the most valid criticism of them in the 
past always has been that they have not 
grown in keeping with the expansion of 
commerce and industry. For this there 
is abundant precedent in history. We 
may find from the records of every great 
financial center that they did not achieve 

(Continued on page 610) 
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Time-Locks 


SE NLY when the clock of a 
time-lock has ticked off 
the last second before the 

ted hour may the 
vault be unlocked and the treasure 
of the bank taken out. 

Consciously or unconsciously the 
man who invented the time-lock took 
his cue from Nature which has a 
time-lock on many things. 

There is a time-lock on the flowers 

and the fruits. From early spring 
to late fall the beauty 
of each flower is opened 
only at its ap- 
pointed season, 
a marvelously 
wise provision, 
by virtue of 
which flowers 
in the temperate 
zone are dis- 
tributed along 
through the 
year. 

There is a 
similar provi- 
sion in the lives 
of men, for the best 
that is in men does 
not come out in all persons at the 
same age. 

Napoleon’s practical military abil- 
ity was recognized when he was 
thirty-six years old, but when Foch 
was placed in command of the great- 
est military operations of all times 
he was an old man. 

Harvey discovered the circulation 
of the blood when he was thirty-six, 
but had to wait twenty-five years 
before his doctrine was accepted. 
Edison invented the incandescent 
light at thirty-two, the motion pic- 


ture camera at forty-four and now 
at eighty-one his marvelous creative 
mind works on. 
What a mistake it would have 
been if all of mankind came to the 
maximum of use- 
ful ability at the 
same age. 

Had Nature 
provided that 
all men should 
attain success at 
a certain age the 
provision would 
have extinguish- 
ed hope and 
ambition in 
men who had 
not “arrived” at 
the appointed 

time. The race then 
would have lost tre- 
mendously in the 
energy and industry 
which come. from the 
knowledge that the field 
is still open for whoever 
will try. 

Think of this ye who 
work in the bank and look up at the 
clock. Work, and your time will 
come—if it has not already come— 
and take consolation in the thought 
that there is no time-lock on some 
of the best things in life. 


THE twenty-four hours of the day 

bring to each who will receive 
them, the treasures of sunshine, and 
clouds and sky, sunrise and sunset, 
the beauty of the fields and the hills. 

You can work and dream and plan, 
be patient and useful, and most glo- 
rious of all things— 


You can commence a new and a higher life each day! 


By JAMES E, CLARK 


December, 1928 
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Plucking Profits from the Air 


By GEORGE E. ANDERSON 


Air Transportation Enters the Hundred Million Dollar Class. 
Nation-wide Industry Springs into Being with Amazing Speed. 
Commercial Aviation Considered As No Longer an Experiment. 
Financial Aspects Impressive and Growing Profits Reported. 


IR transport has assumed the 
size and responsibility of big 
business and big business is be- 
coming interested. Even so 

short a time as a year ago a discussion 
of profits of an aviation company was 
considered that of a highly speculative 
business at best. In the early days of 
November when this is written we have 
the announcement that a great conserva- 
tive investment company auxiliary of 
one of the greatest banking ‘houses of 
the country has acquired an interest, re- 
puted to be between $5,000,000 and $10,- 
000,000, in an air transport company 
operating some of the flying routes of 
the western states. 

Not only has conservative capital thus 
interested itself in aviation as a busi- 
ness investment, but it is known that 
combinations of capital in the country 
are already forming themselves into 
groups in air transport similar to the 
railway groups which so long have exist- 
ed in transcontinental transportation. In 
addition to the many lines of air ways 
for passenger, mail and express services 
formed or being formed in the country, 
three transcontinental air lines for mail, 
passenger and express traffic are in the 
course of organization which are to be 
as competitive as three transcontinental 
railway lines and are, in part at least, 
representative of the same competing 
interests. 

Preliminary announcements have re- 
ferred to combinations of rail and air 
services across the continent, but as a 
matter of fact, all these combination ser- 
vices are temporary only, and all air 
services similar to the transcontinental 
mail are ultimately planned. Inasmuch 
as these transcontinental schemes involve 
such railways as the Pennsylvania, the 
Santa Fe, the Baltimore & Ohio, the 
Southern Pacific, the Great Northern 
and other great concerns, the nature of 
the prospect in these great transcon- 
tinental movements can be understood. 
All the great railway systems of the 
country have either gone into the air 
transport business in some manner or 
degree, or are preparing to do so. 


Immense Development 


HE fact is that air transport in the 

United States has been established 
upon a firm, stable and generally profit- 
able basis in a remarkably short time 
and under remarkably satisfactory con- 
ditions, and there are several features 
of the development of this means of 
transport which merit the special atten- 


Over the high Sierras 


tion of business men and investors in the 
United States. The foundation of the 
new service is the air mail, but this is 
far from being the sole support of the 
business. 

The air mail itself rests in the first 
place upon purely commercial principles. 


Air mail hangar at Stelton, N. J. 


It has involved no subsidies or special 
favors and its immense development, 
which in turn has led to the immense 
development of the air transport service 
as a whole, has been due to good busi- 
ness management which has included a 
progressive reduction in rates for mail 
carried as well as a greatly augmented 
service to the public. 

The history of air transport in the 
United States as a business, therefore, 
is largely a history of the American air 
mail service. It is a little over ten years 
since the first air mail of the United 
States was established. This service was 
inaugurated between New York and 
Washington on May 15, 1918. The War 
Department furnished the planes and 
the pilots, and the Postoffice Depart- 
ment the ground service. Although this 
experimental service was not a financial 
success, the Postoffice Department took 
it over with commercial planes a few 
months later. After an experimental 
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service between Cleveland and Chicago 
and New York and Cleveland, and then 
a service between New York and Chi- 
cago a transcontinental service was es- 
tablished in 1920; but it was not until 
July, 1924, under an Act of Congress 
which went into effect at that time that a 
regular seven-day service between New 
York and San Francisco was established. 
At first these services were operated di- 
rectly by the Postoffice Department, but 
gradually the business of carrying the 
mails was turned over to private car- 
riers under contract with the govern- 
ment. By September, 1927, the govern- 
ment was entirely out of the carrying 
business, and the entire service was put 
upon a strictly commercial basis. 


Ten Million Miles 


T the close of the last fiscal year 
there were twenty-six air way oper- 
ating concerns operating thirty-two 
routes aggregating 15,869 miles, and 31,- 
240 miles were flown daily. The mail 
was carried by nineteen contractors, in- 
cluded in the above total, over twenty- 
seven routes covering 11,764 miles with 
a daily flight of 24,964 miles. On Sep- 
tember 30, 1928, the air way mileage 
was 18,459, the mail route mileage had 
increased to 11,977 with 26,240 miles 
flown daily and with twenty concerns 
operating twenty-seven routes. Of non- 
mail lines there were seven operators, 
ten lines in operation, 3,109 miles oper- 
ated and 5,909 miles flown daily. The 
lighted mileage on June 30 last was 7,698 
and the government is preparing to light 
4,000 additional miles during the current 
year with some 3,000 additional miles 
planned for next year. The total flying 
schedule for these services will approxi- 
mate 10,000,000 miles annually by the 
end of the current year. 

The aggregate volume of mail carried 
by these services in 1927 was 1,449,364 
pounds on lines within the United States. 
The average monthly total of air mail 
load in 1927 was 123,773 pounds. Dur- 
ing the month of June, 1928, just after 
a revolutionary reduction in letter post- 
age, the total carried was 209,760 
pounds. In the month of September the 
amount carried was 423,838 pounds. 
Making a liberal allowance for seasonal 
fluctuations, the amount of mail carried 
during 1928 is running at least three 
times the amount carried in 1927. These 
mail statistics are not to be confused 
with the total mileage of the air plane 
service in the country, or with the ex- 
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press and passenger services now avail- 
able. Something like a third of the 
regularly established air plane services 
carry no mail. In some localities the 
express service is the basis of the busi- 
ness. In others success depends upon 
passenger service. 


Increasing Every Month 


HERE are no reliable statistics as 

to the passenger and express ser- 
vices since the government has no 
means of securing returns with respect 
to them. Even the number of passen- 
gers carried and the amount of express 
matter handled upon the government 
airways are but a part of the whole for 
the number of passengers carried and 
the total passenger mileage of so called 
“independent” operators who do not use 
the air ways, are large and are in- 
creasing every month. There is also a 
large and increasing business done by 
some concerns in the carrying of pas- 
sengers for short flights and sight see- 
ing trips over various cities in all parts 
of the country, the number of passen- 
gers so carried running well into the 
hundreds of thousands. One concern 
in Washington, alone among others, re- 
ports over 130,000 such passengers car- 
ried in ten months’ operation. 

On September 30 there were in the 
United States 386 municipal air ports, 
340 private and commercial air ports, 
256 intermediate or Department of 
Commerce air ports; sixty-two army 
and other military fields; seventeen navy 
fields, 326 auxiliary fields, and 890 pro- 
posed air ports. These statistics change 
almost daily, but they change to grow 
larger. 


Gigantic Proportions 


HUS it may be realized that in its 

tangible, physical aspects the air 
transport in the United States is no 
longer an experiment. In its financial 
aspects it is even more impressive. 


The Curtiss Flying Field 

at Garden City, N. Y., 

showing the many parked 
cars of visitors 


Some time ago Assistant Secretary 
for Aviation McCracken, of the De- 
partment of Commerce, estimated that 
something like $100,000,000 were in- 
vested in commercial aviation in the 
United States. A Chicago investment 
house, after a survey, has announced 
that at the present time the invest- 
ment of capital in the construction and 
operation of commercial air planes in 
the country is at least $125,000,000. 
When the cost of municipal and other 
air ports is added, the total investment 
in civil aviation assumes rather gigan- 
tic proportions. 

What effect current company mer- 
gers will have upon capitalization is 
problematical, but certainly eventually 
it will mean a large increase. The 
gradual addition of at least a consider- 


The Ford Airport at De- 
troit, showing passengers 
going out to board a plane 
and the incoming group 
leaving through the gate 


able portion of the 890 air port 
jected all over the country will 
increase the investment,—and it 
noted in passing that the invest 
general throughout the country. 
theless this great expansion in 
no more than keeps pace with 
developments in the air transport ser- 
vice. There is not only general exten- 
sion in services, but the services are be- 
ing intensified, speeded up and improved, 
developments which have for their ob- 
ject the increased use of the air mail, 
of the air passenger services and air 
transport generally, increased business 
for the government and the 
better service to the public,—and al] 
this means increased investments. Im- 
proved transcontinental service is an il- 
lustration of such developments. 


pro- 
largely 
may be 
nent is 
Never- 
finances 
further 


carriers, 


Saving a Business Day 


HEN the government went out of 

the mail carrying business and 
turned it over to private operation a 
year ago, night flying had been started 
and proved successful; mail was car- 
ried from New York to San Francisco in 
a little more than thirty-three hours, 
The Postoffice Department is now ar- 
ranging for a twenty-four hour service 
between these two cities. As soon as 
the work of lighting the route between 
Salt Lake City and San Francisco, now 
flown by day only, is completed in a few 
weeks, the twenty-four hour service will 
be regularly established. 

The planes which have been doing 
most of the mail carrying on the trans- 
continental route have an_ ordinary 
maximum speed of 125 miles per hour. 
These planes are to be supplanted by 
heavier and faster machines which will 
have an ordinary maximum speed of 
146 miles per hour. The mail will then 
be started from each terminal early 
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A Banner Year for Savings 


By W. ESPEY ALBIG 


Deputy Manager, American Bankers Association 


Record Breaking Gain in Savings Deposits Reported for Year. 
Indications of More General Prosperity Seen in Wide-Spread 


Increase of Savings. 


Accounts. 


HE year closing June 30, 1928, 
registered over the previous year 
the largest gain in savings de- 
posits in banks and trust com- 
panies of continental United States ever 
recorded in the history of this country. 
This result indicates that prosperity was 
more general during that year than at 
any time since the business depression 
of 1920, there being only three states 
which failed to show a gain. On June 30 
the volume of savings stood at $28,412,- 
961,000, which is a gain of $2,327,- 
059,000 over the previous year and of 
$53,391,000 over the increase made above 
1919 by the year closing June 30, 1920. 
The gain per inhabitant in 1928 over 
1927 is $17, which is $3 less than that 
for the year closing in 1920, the volume 
this year being subject to a greater 
spread owing to the increased popula- 
tion. The gain per inhabitant over last 
year is 7.7 per cent and is 113.5 per cent 
over 1918, when the strong upward 
curve in savings deposits first developed. 
Since 1912, when adequate records first 
became available, the gain is 169.3 per 
cent. Total individual deposits stand at 
$51,199,264,000, which is a gain of 
$2,137,243,000 over a year ago. Of the 
total of individual deposits, 56 per cent, 
as against 53 per cent last year, is found 
in savings or time deposits. 


Depositors Increase 


— gain in comparable savings de- 
positors over last year is 2,496,070, 
which is an increase of 5.2 per cent 
as against an increase in the popula- 
tion of the United States of 1,385,000, 
or 1.2 per cent, and a growth of de- 
positors in the preceding year of 3.9 


per cent. The number of depositors, 
which last year was 48,354,784, reaches 
a high mark with 53,188,348 being re- 
ported, but of this apparent increase 
of 4,833,564 in the United States, 
2,337,494 comes from Ohio, where for 
the first time the Commissioner of 
Banking has been able to give the num- 
ber of depositors in state chartered in- 
stitutions. The net gain, therefore, in 
the comparable figures is 2,496,070 in 
the whole country, 229,279 of which can 
be accounted for through school sav- 
ings, and possibly 10 per cent more has 
come through the effect of school sav- 
ing accounts, leaving a balance of 
2,243,863, which may be attributed to 
efficient advertising concerning the 
value of savings. 


In the event the state banking de- 
partments of Virginia, South Carolina, 
Georgia, Alabama, Mississippi, Ken- 
tucky, Tennessee, Ohio, Indiana, Michi- 
gan, Iowa, Missouri, Nebraska, Colo- 
rado, and Oklahoma were able to report 
the number of savings depositors in state 
chartered institutions in those states, 
the grand total would be increased con- 
siderably. However, no estimate is ven- 
tured since this article concerns itself 
with actual reported figures rather than 
with estimates. The banking depart- 
ment of New York state this year, for 
the first time in a number of years, 
failed to report the number of compound 
or special interest depositors in state 
chartered institutions other than sav- 
ings banks. 


Despite Handicaps 


HE industries of the New England 

states are so varied in location, type, 
and extent that, irrespective of unem- 
ployment or catastrophe, savings are 
expected to forge ahead. This year is 
no exception. The gain in savings per 
inhabitant in New England over the 
previous year is $36, exceeding the gain 
of last year by $7. This theoretical de- 
positing of $36 in the savings account 
of every man, woman, and child in New 
England this year, which was $7 more 
than was deposited last year, comes de- 
spite numerous handicaps. 

In November of 1927, a devastating 
flood in Vermont washed out more than 
1000 bridges, spoiled 690 farms, and 
did damage to a total of about $30,- 
500,000, yet Vermont increased her sav- 
ings by $39 per inhabitant, which was 
greater than the increase during the 
preceding year. Despite the bad situa- 
tion in textiles in Massachusetts, the 
savings per inhabitant were $10 in ex- 
cess of those last year. Rhode Island 
alone of the New England states failed 
to show a gain greater than that of 
last year, its gain of $16 per inhabitant 
being less by $18 than the increase for 
the preceding year. The demand for 
farm products, the favorable condition 
of the tool industry, with other satis- 
factory contributing factors, serve to 
continue New England as a prosperous 
community. 

The Middle Atlantic states show a 
per capita gain similar to that of the 
New England states, and New York 
stands first in the United States in its 
gains in savings, which are $49 per in- 
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Every Section of Country Shows Larger 
All Types of Banks Now Seeking Savings Deposits. 


habitant over last year. The District 
of Columbia, which for obvious reasons 
has the lowest rate per inhabitant in 
savings deposits, this year had a gain 
of $20, with a percentage increase higher 
than any other state in the group save 
one, Maryland. Maryland two years ago 
began an increase in savings which has 
continued during the present year. As 
of June 30, 1926, the gain over the pre- 
ceding year was $6 per inhabitant; in 
1927 it was $20; and in 1928, $37, in- 
dicating real and widespread prosperity 
in every part of the state. Possibly no 
state in the East has developed more 
energy during the past few years to 
bring about diversification in industrial 
and agricultural enterprise. 


New York’s Record 


N New York the bulk of the savings 

business is nothing short of marvel- 
ous. In 1912 New York, with a popu- 
lation of about one-tenth of that of the 
United States, had savings on deposit 
in the amount of $2,115,531,000, which 
was 25.2 per cent of the then total sav- 
ings deposits in the United States of 
$8,404,373,000. As of June 30, 1912, 
her savings per inhabitant was $225, 
which was exceeded in the states of New 
Hampshire, Vermont, Massachusetts, 
Rhode Island, and Connecticut. As of 
June 30, 1928, New York, having yet 
about one-tenth of the population of the 
country, reports $7,119,229,000 in her 
savings deposits, which is 25.1 per cent 
of the total savings deposits in the 
United States, with a saving per in- 
habitant of $616, which exceeds that of 
any other state with the exception of 
Massachusetts, which reports a $2 
greater deposit per inhabitant. The in- 
dustries of New York are many and 
varied; her commerce is_ extensive; 
transportation is easy; farmers for the 
most part find ready market for their 
products. 

Competition of agencies, other than 
banks, for money which otherwise would 
go into savings deposits is not so vigor- 
ous as in some districts farther west, 
and the activities of banks, of the 
Attorney-General of New York state, 
and of the Better Business Bureau have 
served to keep in check the depredations 
otherwise attempted through the sale of 
stock in highly speculative or hazardous 
enterprises. 

The emphasis placed upon the output, 
variety and value of the metal, mining 
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and textile industries in Pennsylvania 
explains the lack of knowledge of her 
agricultural and dairy products, which 
are a source of great income. Few 
states could suffer as Pennsylvania has 
in the last few years in the lack of 
stability and practical stagnation in the 
bituminous coal industry and yet make 
pronounced headway in savings deposits. 
Pennsylvania gained $23 per inhabitant 
in savings over the preceding year, which 
in turn registered a gain of $16 over 
1926. In savings per inhabitant, this 
state ranks eleventh among the states of 
the United States. 


Largest in the World 


NE JERSEY usually gives a good 
account of herself in the savings 
business. The large industrial groups 
in that state, together with those of 
neighboring states, combined with the 
vast army of those living in the state 
and employed in New York City, afford 
a ready market for the enormous crops 
of garden and orchard products which 
flourish in New Jersey. Her seashore 
resorts annually attract hundreds of 
thousands of people from all sections of 
the eastern part of the United States. 
Manufacturing plants of greatly di- 
versified products are found within her 
borders. 

In New Jersey the gain over last year 
was 10.6 per cent, and in Delaware 
7.3 per cent. The New England and 
Middle Atlantic states, with 29.9 per 
cent of the population of the United 
States and 58.2 per cent of the total 
savings deposits, have a larger savings 
—$461—per inhabitant than any coun- 
try anywhere in the world. 


The South Triumphs 


Ho different is the picture in the 
South compared with that of a year 


ago. The cotton crop of 1926 through- 
out the South yielded a low money re- 


turn. The sugar crop was unsatisfac- 
tory. In 1927 the most devastating flood 
in the history of the Mississippi Valley 
took toll through inundated farms, loss 
of farm implements, buildings, equip- 
ment, and livestock. In the seven states 
of Arkansas, Illinois, Kentucky, Louisi- 
ana, Mississippi, Missouri, and Tennes- 
see, 170 counties were flooded. The 
population of the flooded counties was 
4,459,238, of which 21 per cent lived in 
territory actually under water. Normal 
industry was paralyzed, transportation 
lines were overwhelmed, and ordinary 
social and economic life was disrupted. 
The fur industry of Louisiana—the 
greatest of any state in the United 
States—was severely affected. 

South Carolina, Georgia, Florida, and 
Louisiana showed losses in the amount 
of savings deposits, and North Carolina, 
Alabama, Arkansas, and Tennessee had 
but a slight gain. This year, aside from 
the effect of the coal doldrums which 
obtain in West Virginia, and the level- 
ing out process which continues in 
Florida, the savings reports indicate 
widespread prosperity in the South. 
The new sugar cane in Louisiana is 
bringing profits. The fur-bearing ani- 


mals are again in large numbers fre- 
quenting their old haunts. Diversifica- 
tion in agriculture is increasing apace. 
The flood ravages are being repaired and 
the plans for the control of the Missis- 
sippi floods have developed new energy 
among the dwellers in the valley. 


Texas Leads 


EXAS, with its enormous cotton pro- 

duction, foreign commerce, profitable 
livestock, growing manufacturing plants, 
and large oil production, led the South 
with a savings gain per inhabitant over 
the previous year of 14.7 per cent, fol- 
lowed by Georgia with a gain of 11.4 
per cent. In Texas only 24 per cent of 
the individual deposits is credited to sav- 
ings, which is lower than the percentage 
in any other state and indicates the tre- 
mendous demand for money in commer- 
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cial pursuits. It also indicates the keen 
competition which banks are facing from 
other agencies seeking savings deposits, 
This sharp competition appears to be 
in evidence elsewhere in this group, par- 
ticularly in Alabama, Louisiana, Arkan- 
sas, and Kentucky. 

The good showing of Kentucky, with 
a gain of savings of 16 per cent, is 
based on the fact that for the first time 
a report from that state is available for 
the current year. The comparison js 
with statistics for 1925 instead of 1927, 
as in the case of the other states. 


A Remarkable Comeback 


ie the East Central states, Ohio, which 
last year reported no perceptible gain 
in savings per inhabitant over the pre- 
ceding year, has a gain of 16.3 per cent 
(Continued on page 606) 


SUMMARY OF SAVINGS DEPOSITS AND DEPOSITORS IN THE BANKS AND TRUST COM- 
PANIES OF CONTINENTAL UNITED STATES, COMPILED FROM REPORTS RECEIVED 


BY THE SAVINGS BANK DIVISION, 


Gain in 
Savings 
per 
Inhab., 
1928 1928 
Over 1927 Over 1927 


Per 
Inhab. 
Savings, Savings, 
States 1928 1928 


$313,074,000 
228,166,000 
206,510,000 
2,652,725,000 


New Hampshire 
Vermont 
Massachusetts 
Rhode Island 368,422,000 
Connecticut 862,634,000 
New England States. 4,631,531,000 


7,119,229,000 
1,356,842,000 
2,776,795,000 

96,299,000 


Pennsylvania 

District of Columbia. 
Delaware 61,291,000 
Maryland 500,908,000 
Middle Atlantic States 11,911,364,000 


256,905,000 
168,767,000 
167,681,000 
97,546,000 
157,011,000 
152,634,000 
114,758,000 
101,528,000 
135,269,000 
213,528,000 
74,863,000 
222,913,000 
183,750,000 
2,047,153,000 


1,509,144,000 
409,586,000 
1,610,355,000 
1,164,909,000 
535,246,000 
532,737,000 
Iowa 491,731,000 
Missouri (4) 412,476,000 
East Central States.. 6,666,184,000 


North Dakota 76,010,000 
South Dakota 68,576,000 
Nebraska . 192,089,000 
180,113,000 
74,170,000 
24,740,000 
116,842,000 
10,021,000 
106,341,000 
798,902,000 


213,103,000 
123,148,000 
1,861,304,000 
33,927,000 
72,804,000 
21,630,000 
81,911,000 
2,357,827,000 


$28,412,961,000 


Virginia 
West Virginia 
North Carolina 


Mississippi 
Louisiana (1) 


Kentucky 
Tennessee (2) 
Southern States 


Illinois 
Michigan 
Wisconsin 


Colorado 

New Mexico 
Oklahoma 

West Central States. . 


Washington 
Oregon 
California 


United States 
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Per Cent Per Cent Per Cent 
Gain in Gain in Gain in 
Savings Savings Savings 
per 
Inhab., Number of 
Savings 
Over 1918 Over 1913 Depositors 
657,052 
382,436 
325,666 
4,139,765 
399,821 
1,520,779 
7,425,519 
9,040,796* 


2,747,887 
6,426,231 


a 
n 


612,915* 
460,270 
489,046 
208,294* 
453,080* 
348,160 
820,576* 
131,902* 
397,804 
395,221 
153,677 
394,887° 
172,091* 
4,537,923 


8,119,991* 
896,151* 
4,881,269 
2,694,367 
1,493,815 
1,101,597 
1,599,612* 
$45,888* 
15,632,690 


104,168 
91,506 
462,193* 
362,820 
109,738 
43,288 
189,999* 
42,934 
154,358" 
1,561,004 


ne 


a 
= 


NOS: 


a 
LOANT 


an 


PMO 


139.3 
151.9 4,376,155 


166.3 53,188,3487 


$17 


7Includes complete reports from national banks in all States and from State chartered banks and 


trust companies in thirty-three States. 
— Decrease. 


*No report of depositors in State chartered banks and trust companies received for 1928. Last re- 


ported figures used. 
(1) July 6, 1928. 
(2) April 24, 1928. 
(3) June 25, 1928. 
(4) April 12, 1928. 


(5) Comparison of 1928 figures in Kentucky with those of 1925 instead of 1927. 


$394 $17 
500 30 
585 39 
618 43 
ef 515 16 
517 31 
560 36 
ew Jersey ........ 365 85 172.4 238.0 
282 23 131.1 258.1 | | 
184 20 188.8 493.5 834,295 
251 17 109.2 230.3 120,668 
310 37 123.0 181.8 985,180 
431 36 161.2 197.2 19,655,057 
100 143.9 233.8 
ree 98 69.0 100.0 
» 57 147.8 256.3 
South Carolina ..... 52 40.5 92.6 
Georgia ............ 49 81.5 188.2 
108 145.5 285.7 
Alabama ........... 45 221.4 309.1 
69 115.6 200.0 
39 225.0 457.1 
Arkansas ........... 39 254.5 550.0 
87 (5) 222.2 314.3 
73 143.3 329.4 
{esas 63 142.3 250.0 
221 106.5 166.3 
~ 129 81.7 174.5 
218 122.4 186.8 
254 109.9 130.9 
181 84.7 158.6 
196 45.2 106.3 
: 203 22.3 67.8 
117 105.3 165.9 
198 90.4 150.6 
119 —21.8 60.8 
97 —51.5 29.3 
136 27.1 119.4 
71 54.0 153.6 
135 27.4 186.8 
100 29.9 82.4 
107 28.9 81.4 
25 —24.0 3 
44 61.8 388.9 
86 14.7 104.8 
ey 184 61.4 181.0 493,778 
| 137 104.5 218.6 295,430 
ee 409 85.1 136.4 8,215,949 
es 62 26.5 138.5 73,945 
137 50.5 95.7 212,952 
Arizona ............ 67 15.7 
‘ Pacific States ....... 272 81.3 


alifornia Bank Tax Amendment 


By THOMAS B. PATON 


General Counsel, American Bankers Association 


Fourth State to Substitute for the Property Tax on National Bank 
Shares a System Based on the Income as Permitted Under Section 
5219, U. S. Revised Statutes. Tax Equivalent to Four Per Cent 
of Net Income Alike on National Banks and State Corporations. 


HE State of California by a re- 

cent amendment to its Constitu- 

tion is the fourth state to sub- 

stitute for the property tax on 
national bank shares, a system of taxa- 
tion based on income of a bank as per- 
mitted under Section 5219 U. S. Re- 
vised Statutes, Massachusetts, New 
York and Wisconsin having heretofore 
adopted such system. 

California, like Massachusetts and 
New York, has adopted the fourth alter- 
native provided by Section 5219 which 
permits the states to levy a tax on na- 
tional banks “according to or measured 
by the net income,” while in Wisconsin, 
under the third alternative method per- 
mitted by that Section, the tax is “on” 
the net income. The difference is that 
the latter form of tax does not, while 
the former does, permit of the inclusion 
of the income from tax-exempt securities 
on the theory that it is not a direct tax 
on the income but an excise measured by 
the net income. The Supreme Court of 
Massachusetts in Macallen Company vs. 
Commonwealth, recently decided, has 
upheld the right of the state to include 
the income from tax-exempt securities. 
Under both these alternatives, Congress 
has provided that “the rate shall not be 
higher than the rate assessed upon other 
financial corporations nor higher than 
the highest of the rates assessed by the 
taxing state upon mercantile, manufac- 
turing and business corporations doing 
business within its limits.” 


Reason for the Change 


reason for this change of sys- 
tem in the states named—and many 
other states are contemplating changing 
their bank tax systems for like reason— 
is because the generally prevailing sys- 
tem of taxing the shares of national 
banks as the property of the sharehold- 
ers often results in a discrimination for- 
bidden by Congress. Section 5219 pro- 
vides that “the tax imposed shall not 
be at a greater rate than is assessed 
upon other moneyed capital in the hands 
of individual citizens of such state com- 
ing into competition with the business of 
national banks” and many states, find- 
Ing it impracticable to reach for taxation 
at the general property rate, a large 
volume of intangible personal property 
consisting of moneyed capital in compe- 
tition with the business of national 
banks, have, heretofore, resorted to a 


low property rate upon, or a small tax 
upon the income from, this class of 
property which the courts have held dis- 
criminatory and in violation of the re- 
strictive provision of Section 5219. 

The State of California, being de- 
sirous of maintaining a low rate upon 
intangible personal property not in ex- 
cess of four mills on the dollar and rec- 
ognizing that it could not do so if it 
continued its higher property rate upon 
national bank shares has, therefore, 
changed its Constitution and provided 
for the excise method of taxation of 
national banks measured by their net 
income. In most states, such a change 
of system can be effected by mere act 
of the Legislature, but in California, be- 
cause of a constitutional provision re- 
quiring corporate franchises to be taxed 
at 1 per cent annually, payable to the 
state, an amendment of the Constitu- 
tion was necessary in order that the 
Legislature might provide a system of 
excise taxation bearing alike on national 
banks and state business corporations. 
The steps leading up to the recent 
amendment were as follows: 

In 1927 the Legislature provided for 
the creation of a Special Tax Commis- 
sion to investigate the matter of revenue 
and taxation. On August 10, 1928, in 
pursuance of the report of this Commis- 
sion to the Governor, an extraordinary 
session of the Legislature was called and 
on September 4, 1928, it passed the fol- 
lowing proposed amendment to the Con- 
stitution which on November 6, 1928, 
was adopted by the people by a vote of 
more than 2 to 1. 


The Amendment 


ESOLVED by the Assembly, the Senate 
concurring, That the Legislature of the 
State of California, in extraordinary session 
commencing on the fourth day of September, 
one thousand nine hundred twenty-eight, 
two-thirds of all the members elected to each 
of the two houses voting in favor thereof, 
hereby proposes to the people of the State of 
California that the constitution of the State 
of California be amended by adding to ar- 
ticle XIII thereof a new section, to be num- 
bered sixteen, and to read as follows: 
Sec. 16. Notwithstanding any other pro- 
vision of the constitution: 


1. (a) Banks, including national banking 
associations, located within the limits of this 
state, shall annually pay to the state a tax 
according to or measured by their net in- 
come. which shall be in lieu of all other taxes 
and licenses, state, county and municipal, 
upon such banks, or the shares thereof, ex- 
cept taxes upon their real property. The 
amount of the tax shall be equivalent to four 
per cent of their net income. 


(b) The Legislature, ‘two-thirds of all the 
members elected to each of the two houses 
voting in favor thereof, in lieu of such tax, 
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may provide by law for any other form of 
taxation now or hereafter permitted by the 
congress of the United States respecting na- 
tional banking associations; provided, that 
such form of taxation shall apply to all 
banks located within the limits of this state. 

(c) If it be finally determined that any 
tax levied upon or respecting any bank, na- 
tional banking association, or the shares 
thereof, is invalid, said bank or association, 
or the shares thereof, shall be reassessed in 
conformity with any method provided by law. 
No claim against the state for refund or 
rebate of taxes paid shall be allowed with- 
out first deducting therefrom the amount of 
any such unpaid reassessment. 


2. (a) All financial, mercantile, manufac- 
turing and business corporations doing busi- 
ness within the limits of this state, subject 
to be taxed pursuant to subdivision (d) of 
section 14 of this article, in lieu of the tax 
thereby provided for, shall annually pay to 
the state for the privilege of exercising their 
corporate franchises within this state a tax 
according to or measured by their net in- 
come. The amount of such state tax shall 
be equivalent to four per cent of their net 
income. Such tax shall be subject to offset, 
in a manner to be prescribed by law, in the 
amount of personal property taxes paid by 
such corporations to the state or politica! 
subdivisions thereof, but the offset shall not 
exceed ninety per cent of such state tax. In 
any event, each such corporation shall pay 
an annual minimum tax to the state, not 
subject to offset, of twenty-five dollars. 


(b) The Legislature, two-thirds of all the 
members elected to each of the two houses 
voting in favor thereof, may provide by law 
for the taxation by any other method author- 
ized in this constitution of the corporations, 
or the franchises, subject to be taxed pur- 
suant to subdivision (a) of paragraph 2 of 
this section or subdivision (d) of section 14 
of this article. 


3. The Legislature, two-thirds of all the 
members elected to each of the two houses 
voting in favor thereof, may change by law 
the rates of tax, or the percentage, amount 
or nature of offset provided for in para- 
graphs 1 and 2 hereof. 


4. Notes, debentures, shares of capital 
stock, bonds, solvent credits, deeds of trust, 
mortgages, and any legal or equitable in- 
terest therein, of the classes now taxable to 
the owner thereof and not otherwise taxed 
under subdivisions (a) or (b) of section 14 
or under section 15 of this article, shall be 
declared in a manner to be prescribed by law 
and shall be taxed upon their actual value 
at the rate of three-tenths of one per cent. 
The Legislature, two-thirds of all the mem- 
bers elected to each of the two houses voting 
in favor thereof, may by law change the rate 
or rates upon any one or more of the classes 
of property herein enumerated, provided that 
no rate shall exceed four-tenths of one per 
cent. Said tax shall be in lieu of all other 
property taxes thereon, and the proceeds of 
said tax shall not go to the state but to such 
political subdivisions thereof, and in such 
manner, aS may be provided by law. 


5. The Legislature shall define “corpora- 
tions” and “doing business’; shall define 
“net income,” and may define it to be the 
entire net income received from all sources; 
shall provide for the allocation of income for 
the assessment, levy and collection of the 
aforesaid taxes, and for reassessment in the 
event of the invalidity of any. tax under 
2 (a) or 2 (b) hereof. Said taxes shall be- 
come a lien on the first Monday in March of 
1929 and of each year thereafter. The Legis- 
lature shall pass laws necessary to carry out 
this section. The acts of the forty-eighth 
session of the Legislature passed pursuant to 
this section shall be effective immediately 
upon their passage. 


(Continued on page 621) 


Triple Threat 


ROSPECTS of a triple threat in the Federal Re- 

serve credit control machinery are beginning to 
cast their shadows over the money market. So far 
there have only been shadows. The substance of the 
triple threat has yet to make its appearance. 

The bill market in which the reserve banks buy 
bankers’ bills suggests a field for new credit control 
operations. 

As a matter of general policy the Federal Reserve 
System has followed a dual procedure in influencing 
the money market. Reductions in rediscount rates 
have been accompanied by purchases of government 
securities in the open market when it was deemed 
advisable to ease the money market. This procedure 
was especially productive of results in the summer of 
1927. The reduced reserve bank rates were made 
more effective by the greater supply of money placed 
in the market through purchases of government se- 
curities. 

Early in 1928 the procedure was reversed. In- 
creases in rediscount rates were accompanied by sales 
of government securities. Higher reserve bank rates 
were backed up by taking money out of the market 
through the disposal of government securities. The 
result was higher money rates but the main object 
was not gained, the advance of brokers’ loans was 
not halted. 

Hence the Reserve System’s efforts at credit con- 
trol have not been altogether successful. The dual 
threat was not completely effective. In fact the ab- 
sence of the triple threat has become conspicuous. 

Bankers’ bills—acceptances—outstanding now ex- 
ceed $1,000,000,000. The Federal Reserve Board re- 
ports that the increase in bills bought by the reserve 
banks has been larger than usual this autumn, the 
increase from the low point early in August to the 
end of October being about $280,000,000, compared 
with about $130,000,000 for the corresponding period 
of last year. Commenting upon the larger percentage 
of bills reaching the reserve banks the National Bank 
of Commerce in New York says: 

“The result has been that without any postive action 
on the part of the Reserve System a volume of Federal 
Reserve funds considerably larger than the usual passive 
contribution of the System during the fall season has 
gone into the money market through the open market 
operations. This occurrence has relaxed the pressure 
upon the member banks and has permitted them to re- 
duce borrowings to a degree that was unexpected.” 

The Reserve System has always stood ready to 
support the bill market. The Federal Reserve Board 
only a few years ago lost no opportunity to point out 
the advantages of the acceptance as a medium of 
short-term financing. The reserve banks have bought 
acceptances when offered. They have not sold accep- 
tances. They have merely allowed them to mature. 

Conditions have changed. The acceptance medium 
of financing has grown into a billion dollar market. 
It holds out to the Reserve System the “makings” of 


a triple threat. The reserve banks now hold more bills 
than they do government securities. 

There could be triple instead of dual procedure to 
influence the money market; reduced rediscount rates 
accompanied by purchase of government securities 
and of bills to produce easier money; increased redis- 
count rates accompanied by sales of government se- 
curities and of bills to cause a tightening of money, 

This, of course, is by way of supposition. Yet the 
Federal Reserve Board has a habit of discussing fun- 
damental factors long before a new policy becomes 
evident. Recently it has been giving attention to 
the acceptance market. 


Is This Price-Fixing? 


HE assembly of Congress without multitudinous 
plans for regulatory legislation would be a 
phenomena. 

This year it is the call money market that offers the 
brightest target. Regulation of call money means 
regulation of the stock market. 

If the whole complex question is reduced to its 
fundamentals, one point stands out above all the rest: 
Should the power be given to any governmental agency 
to decide when the stock market is too high or too 
low? 

Avoiding reference to all other consequences which 
might or might not follow upon government regula- 
tion of call money and the stock market, the fact re- 
mains that it would be price-fixing—price-fixing of 
securities. Price-fixing as a principle is not generally 
accepted as sound. Regulation of call money raises 
the same question of principle as any other sort of 
price-fixing. 


Sees Better Market for Farms 


ECRETARY OF THE TREASURY MELLON, in 

his annual report to Congress, expresses optimistic 
convictions upon one of the most troublesome problems 
of banks in the country districts. Though he is report- 
ing upon developments in the Federal Farm Loan Sys- 
tem during the past fiscal year, Mr. Mellon’s views are 
applicable to commercial institutions. 

“Banks with relatively large accumulations of ac- 
quired real estate,” he said, “have been encouraged to 
organize efficient real estate sales departments to dis- 
pose of the lands involved as soon as possible. Prog- 
ress has been made in this connection and sales are 
increasing. During the past few years farm lands 
have been offered in a ‘buyers’ market’ because of the 
large available supply, but there is evidence that the 
bottom has been reached and that the tide has turned 
in many sections. It appears to be the consensus that 
a gradual and steady improvement in the situation may 
be expected. This will be a material factor in acceler- 
ating the solution of the problems of banks owning a 
large number of farms.” 
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The South American Trip 


HE opinion prevails in some circles that Presi- 

dent-elect Hoover believes we can build up a 
larger trade with Latin America, if we will finance 
Latin America, and that the new Administration will 
concern itself in no small degree with policies look- 
ing toward the development of business in the re- 
publics to the south of us; hence his good-will visit. 
This is a piece of constructive work, fascinating be- 
cause of its potentialities and appealing because it ap- 
pears that the time is propitious for such an under- 
taking. 

There has often been lament and sometimes as- 
tonishment over the lack of understanding in South 
American countries of the United States. On occasion 
there is chagrin over the misinterpretation of our mo- 
tives. It has been contended that if the masses knew 
us, as we are, we could directly and indirectly add more 
to their prosperity and well-being. 

So without regard to the commercial aspect there 
are possibilities of great good in the visit. It will 
bring about personal contacts and personal friend- 
ships which should mutually advance understanding. 

It should dispel suspicion, distrust, misgivings con- 
cerning the people of the United States and their at- 
titude toward the people of the southern countries, 
and every increase in understanding and confidence 
between the United States and the countries to the 
south should add to the well-being of each. The 
northern and southern hemispheres contribute in a 
large measure to the prosperity of each other. How 
great the dependence of each upon the other none of 
us ever could realize—notwithstanding the best of 
statistics—without an interruption of trade between 
the North and the South. 


Testing the Guaranty Law 


HE first steps have been taken by a group of the 

leading bankers of Nebraska to overthrow the 
guaranty law in that state. As foreshadowed in an 
article by Dan V. Stephens in the November issue of 
this magazine, lawyers have been retained to test its 
constitutionality on a hitherto uncontested ground. 
The seventeen years’ experience with the guaranty of 
deposits has revealed that the conservative, careful 
bankers of that state have already paid into the 
guaranty fund a sum approximating the capital 
stock of their banks. If the law remains in force they 
must continue to pay. 

There is a subtle, insidious influence of a guaranty 
law in whatever state such a law may be enacted. The 
removal of the strict and personal responsibility for 
loss no doubt -often has been a beckoning of the unfit 
to make application for banking charters. The thought 
that the guaranty law will save the depositor no doubt 
often has been the final influence that gave a charter 
where none should have been given. The remem- 
brance of the guaranty law no doubt has been a factor 
in making loans where none would have been made if 
there was no thought of a guaranty law to save in- 
competents from the wrath of depositors. 

As long as a guaranty law operates, just so long is 
there in existence a curious institution by which the 
sound, careful, conservative bankers—the real bankers 
—must be penalized for the weakness and stupidity of 
poor bankers. 

The contention of those who have determined to test 
the constitutionality of the Nebraska law on the ground 
that its continuance will mean, in effect, the confisca- 


tion of their banking capitai seems to be based on a 
solid foundation, for it is against common sense that 
a man’s property shall be taken away from him wrong- 
fully and unjustly by a law—however plausibly or in- 
genuously written upon the statute books—for, after 
all, law is nothing but common sense clarified. 


The Small Loan Departments 


OST banks that have entered the small loan field 

have been handling this class of business only 
for about six months. For while many banks have been 
making this type of loan for years, it was only last 
summer that the idea began to spread. 

Much is being written about how the idea is work- 
ing out, and much of what is written is misleading be- 
cause it is entirely too soon to draw conclusions. So 
far all has been easy going. The rough spots are just 
ahead. 

Winter is upon us. Christmas is coming. Spring 
will soon be here, and then vacations will start. These 
periods will furnish the tests. 

Big metropolitan banks, those to whom smaller in- 
stitutions look for leadership, will watch closely the 
course of the small loans through these periods. De- 
velopments in the small loan field as a result of the 
holidays will be highly enlightening. 

Smaller banks can do their own testing. Each com- 
munity has individual problems, peculiar conditions. 
Now is the time to study the small loans. The 
knowledge gained in going over the rough spots will 
enable banks to operate their small loan departments 
to the best advantage to their communities from the 
standpoint of service and to the best advantage to 
themselves as efficient institutions. 


Home Financing 


ERBERT HOOVER, President-elect of the United 

States, in a foreword to a pamphlet on “Present 
Home Financing Methods” just published by the De- 
partment of Commerce says, in part: 

“Hundreds of thousands of families who set out to 
own their homes each year find financing the most try- 
ing problem which they have to surmount. A well- 
managed institution may save a family from failure 
in its efforts, and hundreds of dollars in cash, through 
the terms which it offers and by rendering advice and 
friendly counsel. Probably several thousand institu- 
tions in the country today are giving such service in 
connection with lending on first mortgages. 

“It often happens, however, that a family is severely 
handicapped in attempting to carry through a sound 
transaction because it has to pay excessive charges for 
borrowing on a second mortgage, or because such 
funds are not available or can be had only at pro- 
hibitive rates. I hope that this pamphlet, which was 
prepared with the cooperation of leading individuals 
associated with the principal types of home financing 
institutions, may encourage the establishment of 
more adequate second-mortgage financing agencies 
doing business at a reasonable charge, and constitut- 
ing part of the recognized financial structure of our 
communities.” 

This has a direct appeal to banks. They are in the 
best position to perform this service and occupy the 
place in the community structure Mr. Hoover sug- 
gests. This is the sort of business which an affiliated 
finance company may transact and in the final analysis 
the bank will get the benefits of business which other- 
wise will go elsewhere. 
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As Cartoonists View Events of the Day 


GOSH! 
TH HIGHEST 
TyE EVER 
BEEN. 


The Top Means Nothing to Some Mountain Climbers.— 
Brown in the N. Y. Tribune, Inc. 


ja + 
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AD 


She’d Better Not Get Too Far Ahead of Her Meal Ticket. 
—McCutcheon of the Chicago Tribune 


“Now That’s Off My Mind, Where Were We?”—Morris in 
the Kansas City Times 


BuT. HOW ARE You 
ES GOING TO PICK OUT 
— A CABINET? AND 
— LEARN HOW TO RUN 
‘Your ADMINISTRATION? | 


ie 


= 

Pat 


The Girl He Left Behind Him!—Gale in the Los Angeles 
Times 


D 
pENTA 
|| 
. 


December, 1928 AMERICAN BANKERS ASSOCIATION JOURNAL 


INVESTMENT COUNSELLORS TO BANKS SINCE 1893 


Broaden Your Investment Service 


To Depositors 


OW to meet the growing de- 
mands of customers for invest- 
ment counsel and a wider selection 
of attractive investment issues, with- 
out adding to the cost of this service, 
is a problem of increasing difficulty 


that many banks face. 


Bankers in all parts of the country 
are solving this problem with satis- 
faction to their customers and profit 
to themselves by making a more in- 
tensive use of the broad facilities we 
have developed in our 35 years of spe- 
cialized investment service to banks. 


By establishing a contact with this 
well-equipped house, they have con- 
stant access to a widely diversified 


list of attractive securities—bonds, 
short-term notes, and prime commer- 
cial paper—suitable not only for their 
own investment account as a whole 
but also for the investment needs of 
their customers. 


They are thus able to cut time to a 
minimum in completing transactions 
and in addition are assured invest- 
ment information that is not only 
timely, but also professionally accu- 
rate and comprehensive. This en- 
largement of investment service will 


be appreciated by their depositors. 


Bankers can avail themselves of our 
comprehensive investment service and 
in doing so will place themselves 
under no obligation. 


A. G. Becker & Co. 


100 South La Salle Street, Chicago 


MINNEAPOLIS 
SEATTLE 


MILWAUKEE 
PORTLAND 


When writing to advertisers please mention the American Bankers Association Journal 
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Complete Journal Obtained 
as a By-Product when Po sting 


Led ger or Statement 


A wide journal sheet to receive a carbon 


impression of complete ledger or state- 


ment posting is made pos- 
sible by the new Burroughs 
Front Feed Carriage. The 
journal is an exact copy of 
every posting made—the 
postings appearing on the 
journal just as they appear 
on the ledger or statement. 
It is a record of the items 
that were actually posted 
to the ledger or statement 
and not a record of the 


items that should have 


Illustration shows the Front Feed carriage 
construction of the new Burroughs Bank 
Bookkeeping and Journalizing Machine. 
The journal sheet, which is a carbon copy of 
the ledger or statement, is inserted around 
the platen and automatically spaces up for 
each posting. The operator, seated at the 
machine, need use only one hand to insert, 
align and remove the ledger or statement. 
Inserting these forms in the front of the 
carriage eliminates the inconvenience and 
strain of reaching to turn ledger or statement 
around the platen. 


been posted. When filed the journal 


sheets form a permanent record of all 


transactions. 

The journal is inserted 
around the platen where 
it remains until the ledger 
or statement section is 
completed. At the com- 
pletion of the section, 
the totals of all checks, 
deposits and new balances, 
which are automatically 
accumulated by the ma- 
chine, are printed on the 


journal sheet. 


This new Burroughs also has several other new features 
that eliminate many manual operations. Call the nearest 
Burroughs office or mail the coupon for a demonstration. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 


Burroughs Adding Machine Company, 6272 Second Blvd., Detroit, Michigan. 


I would like to have a demonstration of The New Burroughs Automatic Bookkeeping and Journalizing Machine. 


Name Bank City. 


ADDING - BOOKKEEPING CALCULATING BILLING MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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What Washington Offers Banking 


By W. D. COLOM 


Federal Agencies Can Perform Countless Services for Banks. 
Government Constantly Collecting Valuable Information that 
Is of Direct Interest to Banking and Available on Request. 
Departments Follow Policy of Business in Stressing Service. 


ATIONAL bankers are nec- 
essarily Washington-minded. 
Other members of the Federal 
Reserve System are  neces- 
sarily Washington-minded insofar as 
their relations with the System are con- 
cerned. But aside from these direct and 
obvious Washington interests what does 
the great capital with its thousands of 
documents, hundred of bureaus, di- 
visions and departments have that bank- 
ers within the System as well as with- 
out can use to the advantage of them- 
selves or their customers? 

The Federal Government has 568,000 
civil officers and employees. Only a part 
of this great number are in the capi- 
tal, but in the capital or elsewhere they 
are working for the public. If here 
and there banking is not making use of 
such products of this army as may be 
applicable to banking and perhaps many 
of its customers—that failure may be 
because banking is not fully aware of 
just what is available or does not see 
just how that which is available may be 
utilized. 

In the ten departments of the execu- 
tive branch of the Federal government 
there are scores of bureaus and divi- 
sions. In addition there are Federal 
agencies independent of any of the de- 
partments. All are charged with the 
performance of definite duties which 
may be classed as research, service and 
regulatory. 


Not All Regulatory 


ATURALLY it is the regulatory 

functions of government organiza- 
tions that are the best known. Con- 
tact with regulatory or supervisory Fed- 
eral agencies is frequent and not always 
happy. Consequently bankers and other 
business men are prone to lose sight of 
the results of the research and service 
activities of the government which offer 
substantial returns for taxes paid. The 
results of this type of work are pre- 
served and reported for the benefit of 
the public and all the public has to do is 
to ask for it. 

There is some information available 
in Washington on almost any subject. 
Only a few of the bureaus engaged in 
this work and the types of serviceable 
material they collect can be mentioned 
here. However, it should be borne in 
mind that the government now follows 
the trend of many business organiza- 
tions, including the banks, in stressing 


service to the public and a blind inquiry 
often will produce surprising results. 


Up to the Minute 


the banks, the Treasury De- 
partment is the best known execu- 
tive branch of the Federal government. 
Its direction of the fiscal policies of the 


Ewing Galloway, N. Y. 
A night view of the Capitol 


United States and its responsibility for 
the collection of taxes through the In- 
ternal Revenue Bureau bring the banks 
into closer contact with them than with 
any other Federal agency. 

Its functions, so far as they touch 
banking, are chiefly supervisory and 
regulatory yet it compiles a fund of in- 
formation of the service type. Duties 
of the Comptroller of the Currency in 
the supervision of the national bank 
system are well known and his annual 
report is considered the last word in 
banking statistics. In addition he pub- 
lishes a detailed report after each bank 
call which gives an _ up-to-the-minute 
picture of the condition of every na- 
tional bank in the country. 

The Internal Revenue Bureau of the 
Treasury offers valuable services to 
banks in addition to its function of col- 
lecting taxes. It publishes reports, no- 
tably “Statistics of Income” which serve 
as indicators of the wealth and pros- 
perity of every section of the country. 
In addition it maintains a regular bul- 
letin service designed to keep taxpayers 
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informed as to its rulings and decisions 
in matters of income, estate and special 
taxes which is especially valuable to the 
trust departments of banks. 


A Far Cry 


HERE is also in the Treasury a 

Section of Financial and Economic 
Research which is constantly studying 
problems of peculiar interest to banks. 
The Commissioner of the Public Debt is 
concerned with questions related to gov- 
ernment securities. And, though it may 
seem a far cry, the Public Health Serv- 
ice issues numerous reports which are 
virtually a necessity to banks interested 
in community welfare and development. 

Although housed in the same build- 
ing, the Federal Reserve Board is not 
a part of the Treasury. Like the Comp- 
troller of the Currency its supervisory 
relations to banks are well known but 
in addition it offers distinct services to 
member and non-member banks alike. 
The monthly bulletin published by the 
board contains the latest figures dis- 
closing the trends of economic and 
financial developments in the United 
States and foreign countries. Many of 
these reports are first issued in mimeo- 
graph form in weekly and semi-weekly 
series, such as wholesale and retail 
prices, foreign exchange rates and bank 
debits. There is also the Division of 
Statistics and Research of the Reserve 
Board which is a source of almost limit- 
less banking information. 

The Federal Farm Loan Board is. a 
bureau of the Treasury although its 
functions are somewhat analogous to 
the Federal Reserve Board. The quar- 
terly reports of the Farm Loan Board 
showing the condition of the Federal 
Intermediate Credit Banks, the Federal 
Land Banks and the Joint Stock Land 
Banks are obviously important to any 
bank doing business in the same locality 
of any of those three classes of insti- 
tutions. : 


Facts on Foreign Finance 


HERE is almost as much specific in- 

formation in the Department of Com- 
merce of value to banks as to commer- 
cial enterprises. Its Bureau of Foreign 
and Domestic Commerce ceaselessly col- 
Iects reports on trade conditions all over 
the world which are of as much interest. 
to banks that finance trade as to the 
traders themselves. It publishes a 
monthly “Survey of Current Business” 
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Ewing Galloway, N. Y. 
The Congressional Library 


which is a cross-section of domestic con- 
ditions. 

The Division of Finance and Invest- 
ments is a foreign financial service bu- 
reau. It was created to specialize in in- 
formation on fiances and _ securities 
abroad. It gathers, prepares and dis- 
tributes facts in this field in the interest 
of prospective American investors. Its 
files contain much basic and current in- 
formation on the financial affairs of 
foreign countries and municipalities. It 
makes studies also of foreign banks and 
banking practices and collects data gen- 
erally concerning investments abroad. 
The value of these studies is understood 
when it is realized that in 1927 Ameri- 
cans underwrote 267 issues of foreign 
stocks and bonds. 

The Bureau maintains a foreign serv- 
ice of commercial attachés and trade 
commissioners stationed in the important 
cities of the civilized world. Through 
them the Bureau in enabled to answer 
specific inquiries to better advantage 
and at infinitely less expense than could 
be accomplished by any but the larger 
banking institutions. 


Works for Bankers 


HE Department of Agriculture 

works for the banks as well as for 
the farmers. Its reports on crop condi- 
tions are the indices for credit in the 
rural districts. Its publications run 
into the thousands, many of them of 
direct concern to banks and all of them 
of direct interest to some phase of agri- 
culture. Some banks have successfully 
placed their farm customers in touch 
with services of the Department of Agri- 
culture. The Bureau of Agricultural 
Economics of the Department can sup- 
ply data or indicate the source of in- 
formation on any farm problem. 

The State Department can and does 


Ewing Galloway, N. Y. 
Treasury, from Sherman Monument 


perform services for banks, sometimes 
of a highly confidential nature. Through 
its diplomatic and consular services 
stationed abroad it is not only at times 
in a position to furnish information not 
obtainable through other channels but 
it can, if necessary, act in the nature of 
representative of an American citizen 
in important financial or business mat- 
ters. 


Island Securities 


Department of Interior holds out 
a service of special interest to banks 
which receive accounts under  vaca- 
tion clubs, a new banking department. 
The National Park Service has juris- 
diction over all national parks and na- 
tional monuments and its control ex- 
tends to persons and utilities employed 
in the parks for the care and comfort 
of visitors. It publishes a wealth of in- 
formation for the benefit of travelers 
and vacationists. There are pamphlets 
describing all the national parks and 
it issues small maps of the United 
States showing their location. Numer- 
ous publications descriptive of national 
playgrounds are available. The impor- 
tance of the service to banks seeking 
accounts in vacation clubs self- 
evident. 

The Bureau of Labor Statistics and 
the Employment Service of the Depart- 
ment of Labor are other sources of in- 
formation for banks, particularly those 
in the industrial and manufacturing cen- 
ters. Their reports are highly indica- 
tive of developments in _ industry 
throughout the country. 

Any peace-time connection between 
the banks and the War Department 
might seem far-fetched. Nevertheless 
the Bureau of Insular Affairs of the 
War Department is responsible for the 
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John W. Pole of Ohio, chief na- 
tional bank examiner, appointed 
Comptroller of the Currency by 
President Coolidge to succeed J. W. 
McIntosh, who resigned 
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State, War and Navy Building 


administration of the financial aifairs 
of the island possessions of the United 
States. The securities of these posses- 
sions, Porto Rico, Hawaii and the Phil- 
ippines are bought and sold in this 
country. 


Mines of Information 


banks is collected by the various in- 
dependent agencies of the government. 
The Interstate Commerce Commission, 
for instance, issues monthly reports of 
the earnings and expenditures of the 
railroads of the country. Research di- 
visions in the Shipping Board, the Tariff 
Commission and the Federal Trade Com- 
mission have the facts with which to 
answer almost any question in their 
respective fields. 

While it is a part of the Department 
of Commerce, the Census Bureau func- 
tions almost as an independent agency. 
Its reports are literally mines of local 
information and its records which are 
open to inspection can be utilized by 
trust departments of banks for data es- 
sential to the settlement of estates. 

Both the Library of Congress and the 
Government Printing Office offer serv- 
ices which many banks fail to use. The 
Library holds thousands of volumes which 
may be consulted nowhere else in the 
country and the Government Printing 
Office issues regular catalogs of all 
government publications which serve as 
a guide to what Washington has to 
offer. 

It is not always realized that the 
United States is perhaps the greatest 
publisher of scientific works in the 
world. These publications can be ob- 
tained from the Government Printing 
Office, in some instances at a slight cost 
and in many cases without charge. 


Ewing Galloway, N. Y. 
The Government Printing Office 


= 
“%, 
ra 
. 
— 
‘Bag, 


December, 1928 AMERICAN BANKERS ASSOCIATION JOURNAL 


‘RESILIENT FLOORS 
IN MODERN OFFICES— 


An Interesting, Useful Book 


for Executives 


HERE are special reasons why 
the new BONDED FLoors booklet, 
Analyzing the Problem of Resilient 
Floors in Offices, has real value and 


usefulness. 


ra 
jous Divisions 


Relative Theit Use exch Written by architects familiar with 
their subject, this book not only an- 

alyzes and compares the merits of 

various flooring materials, it discusses 

pro and con their suitability for the 


special requirements of office use. 


Floor facts are presented in impar- 
tial, concise fashion. 


For your convenience, this infor- 


mation is made instantly accessible. 
It is presented graphically, concisely. 
The various floor divisions of a typi- 
cal office building are charted so that 
you can determine at a glance which 
type of floor is most economical and 
suitable for any given space. 


For your copy of this booklet write 
to our Service Department, Bonded 
Floors Company, Kearny, New Jersey. 


No obligation of course. 


Bonpep Fioors Company Inc. 
Above: A specimen page from the booklet Ana- 


lyzing the Problem of Resilient Floors in Offices. Division of Congoleum-Nairn Inc. 


Other books in this series cover the subject of floors General Offi ce: Kearn N. 3 
in Apartments, Clubs, Shops, Schools and Hospitals. Ys J 


Distributors in principal cities 


by a Guaranty Bond 


When writing to advertisers please mention the American Bankers Association Journal 


| SELECTING FINISHED FLOORING MATERIALS 
FOR OFFICES 
af Vat! Of Finished Flooring Materials. 
\ of the Typical Office Plan 
py points in 100. Thus- 
ngures 
Corridors 
Private Lobbies \ 7 wo | ™ 
Reception Rooms io \ o \ | 00 \ 
General Office Space 80 70 \ \00 90 \ 100 100 \ 2» q 
Private Offices 100 50 \ 80 \00 100 10 
Private 80 400 90 10 \ 
Conference and Board Rooms 100 \ 60 
Store Rooms ond Vaults \ \ wo \ \ »\®* 
Passenger Elevators | 80 100 \ 9 \ \ 
Service Elevators , 0 \ 70 100 80 10 \ 0 50 
Toilets and Washrooms 30 \ 100 100 \ n \ 20 100 
Rest Rooms o\ \ {100 \ 4 
Executives Dining Rooms 100 \ 80 \ 70 \ 90 \ 80 \ 70 \ 0 
Employee* Cafeter® and Recreation 80 \ 100 \ 90 \ 90 \ 80 \ 90 \ 
Stores and Shops (ee Sec! 90 \ 70 \ 100 \ 90 \ \ 80 
NOTE These ratings should be read horizontally only: They not percentass® put are 
amount of attention to be give? each Yparacteriste in selecting finished flooring, 
See chart on opposite page for appropriat’ selections of Bonded Floors * each 
B O ~ 
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What Are the Principal ‘ 
Ways to Diversify? : B ro ad Cas Ct 1 Nn? 


Investment Information 
to the Millions 


HERE exists an “urgent need for more enlight- 
ened understanding of investment,’’as Congressman 
Louis T. McFadden expressed it, speaking last April 
on the opening night of the Halsey, Stuart & Co. Radio 
How to Read q Programs. “Never before... have so many people had 
Bond Circular a surplus,” said Mr. McFadden. “ Employing this vast 
8 network ... to broadcast the principles of sound in- 
E vestment is really a unique undertaking in the history 
of finance.” 

ELvw to Plier the That, briefly, interprets the reason for and the purpose 
Family’s Financial of the radio programs sponsored by Halsey, Stuart & 
Y Co., broadcast each Thursday evening over a network 
of thirty stations in the East, South and Middle West. 
The Old Counsellor, who has already become a definite 
radio personality, answers on these programs questions 
common among investors. His simple, non-technical 
discussions of investment problems are heard each week 

by a vast audience of interested listeners. 

From time to time, leaders in various fields of bus- 
iness, industry, and finance also speak on these pro- 
grams. Noteworthy during the past months, in addition 
to Mr. McFadden, have been addresses by Governor 
Roy A. Young of the Federal Reserve Board, Samuel 
Insull, and Silas H. Strawn, former president of the 
American Bar Association. An instrumental ensemble of 
selected artists provides music of variety and distinction. 


Of Special Benefit to Banks and Bankers 


The audience reached by these programs is largely 
made up of bank customers—actual or potential. The 
habit of investing, or a desire to invest, leads naturally 
to the use of various bank facilities. It is felt, therefore, 
that these programs are rendering a valuable service to 
banks, both in developing an investment sense among 
their customers and in otherwise stimulating bank pat- 
ronage. Support of these programs from banks to a 
gratifying degree is already evident, and it is hoped that 
this interest and support will grow as bankers generally 
become familiar with the purpose of the undertaking. 


HALSEY, STUART & CO. 


INCORPORATED 


We shall be glad to mail ina handy pock-  [f cuicaco 201 S. La Salle St. NEW YorK 35 Wall St. 
et size folder, to any bank official, a PHILADELPHIA I11 South Fifteenth St. petrorr 601 Griswold St. cLEVELAND 925 Euclid Ave. 


complete set of the 50 investment topics fi sT. Louis 319 NV. Fourth St. Boston 85 Devonshire St. piTTsBuRGH 307 Fifth Ave. 
thus far discussed by the Old Counsellor 


end quest speskers, Ask for Felder 80-20 se MILWAUKEE 425 East Water St. | MINNEAPOLIS 608 Second Ave., 8, 


When writing to advertisers please mention the American Bankers Association Journal 
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The Better Side of Farming 


Home Opportunities Overlooked by Many Who are Caught by 
the Lure of Distant Investments. Successful Agriculturists Who 
Are in Majority Are Reticent While Failures Get Publicity. 
Indicators of Earnings. Record of Master Farmers is Impressive. 


J. CLAASSEN, vice-president 

of Peters Trust Company and 

Peters National Bank, Omaha, 

@ in an address before the Mort- 

gage Bankers Association, presented an 
optimistic view of farming. 

Of the nearly four million (3,868,332) 
owner farms reported in the 1925 Census 
of Agriculture, he said 63.9 per cent are 
entirely clear of any indebtedness. The 
36.1 per cent encumbered farms have a 
debt ratio of 41.9 per cent to assessed 
valuation. We all concede that assessor’s 
values are conservatively one-third be- 
low actual. Why then—with this satis- 
factory balance sheet and the banking 
resources in our agricultural states at 
the highest figure of all times—are 10,- 
300 farmers from the seven states of 
Nebraska, Iowa, Illinois, Kansas, Minne- 
sota and the two Dakotas buying wild 
land in Saskatchewan and Alberta, Can- 
ada, at $30 an acre since Jan. 1, 1928, 
instead of bidding on their distressed 
neighbor’s farms in developed and sta- 
bilized communities? 

This lopsided phenomena has its birth 
in the unthinking disloyalty of commu- 
nities. I lived on my father’s farm in 
Gage County, Nebraska, until becoming 
cashier of a bank. Last summer, while 
stopping at the Court House to inquire 
about the county’s indebtedness, the re- 
corder promptly volunteered that 80 per 
cent of the farms in the county were 
mortgaged. I told him this could hardly 
be true, as our bankers association had 
a survey of four other representative 
counties, which showed from 52 to 58 
per cent clear farms. The matter was 
taken to the local Chamber of Com- 
merce, whose check found less than 40 
per cent of the farms mortgaged and 
more than 60 per cent entirely clear 
of any indebtedness. I might have been 
any business man or farmer from out 
of the state making an inquiry with view 
of a future location. Think of the 
depths to which unfortunate public opin- 
ion has sunk this recorder! He has 
become an unthinking wrecker of the 
community he has sworn to further and 
uphold through a fallacious atmosphere 
outweighing the facts in his own books 
right before him. 


“The Lure of Far-Away’’ 


N°? more economically dishonest or 
unpatriotic propaganda has ever 
been seen in this country than that which 
has wrecked the many hundreds of thou- 
sands of homes of farmers who had a 
right to expect a certain currency for 
their only commodity—farm lands. In- 
Stead of bidding on their neighbor’s 


Paying Farms 


HEE is an optimistic 
view of farming, which 
is the more interesting and 
valuable because it is 
backed up with actual ex- 
periences reduced to fig- 
ures. The author believes 
that farming and farm 
lands have worthwhile 
possibilities. He believes 
that so much attention has 
been given to the failures 
we are apt to forget that 
most of farming is suc- 
cessful. His array of mas- 
ter farmer earnings and the 
experience with 100 fore- 
closed farms gives a re- 
freshingly new picture. 


farms, the earnings of the last few years 
of successful farming has followed the 
lure of the far-away, increased bank de- 
posits, or gone into luxuries, etc. 

Everyone is supposed to have a gov- 
ernmental farm aid theory these days. 
My own pet theory is more Spartan than 
some others, and has only one joint board 
of a non-political make-up to sit on all 
the problems of tariff, labor and farm- 
ing. All are so closely inter-related, 
and the continued labor-wage increases 
awarded railroad and other employees 
might thereby be kept in better balance 
with each other. 

How are public officials and news- 
papers serving your communities? When 
a year ago, in Nebraska, the statements 
of our country banks became ruinously 
frozen with real estate, our association 
wrote every county official, every school 
superintendent and principal, every 
banker and every newspaper editor, 
enlisting support for using accurate 
agricultural data from government and 
other records under the slogan, “The 
Truth About Nebraska.” This yielded 
quite amazing results in _ liquidating 
many items and stimulating farm sales. 
Comparatively viewing our progress, 
the other real estate items of all Ne- 


547 


braska reporting state banks decreased 
nearly $4,000,000; and in one of our 
sister states, with a rampant farm- 
relief press, increased over $800,000 
during the period from June 30, 1927, 
to June 30, 1928, with about equally good 
crops in each state. In Nebraska the 
“bills payable’ decreased another 
$4,000,000. A year ago, on the June 30 
call date, there were barely 100 banks 
in our state banking system which had 
the required 15 per cent cash reserve. 
This June 30 the average cash reserve 
for our state banking system was 22 
per cent and over 35 per cent cash and 
bonds. 


Accurate Agricultural 
Publicity 


FEEL the same results are obtain- 

able in a broader way if a similar 
plan of accurate agricultural publicity 
—having a national scope—might be 
undertaken. Furthermore, the 10,300 
farmers buying wild land in Canada, 
would make much better investments 
for themselves by buying land at home 
than in untried far-away places. The 
keeping of these farm investments in 
our own country would not only yield 
better results for the investor and the 
community, but would create new busi- 
ness fields for industry, labor, banking, 
life insurance, and newspaper adver- 
tising. The activity of the Greater 
North Dakota Association in that state 
has had a very healthy effect, the first 
six months of this year compilation of 
farm sales from deed records showing 
a turnover of 4251 farms, totaling 805,- 
998 acres, at an average sale price of 
$33 an acre. Our own farm operating 
company sold forty farms the first six 
months this year, compared to ten farms 
sold the first six months last year. 

Current careless statements that farm 
land is a poor investment are not based 
on facts. The successful farmer does not 
like to talk about his income any more 
than any of the rest of us. I know 
of a high school boy who sneaks his 
semester report cards to his mother so 
that his father will not talk about his 
five-A record at the office. The farmer, 
merchant and preacher are all alike in 
their inherent modesty. In any event, 
the blowhard is always unreliable and 
usually unsuccessful. 


Successful Are Reticent 


HERE are 6,500,000 farms in the 
United States. From 5 to 10 percent 
of these farms are unsuccessful and 
their owners failures from overexpan- 
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sion or incompe én one form or 
another. These mis make an astound- 
ing total of over half a million, who 
make a noise totally overshadowing the 
6,000,000 successful ones who sit by in 
modest and justifiable reticence. 
Business corporations, on the other 
hand, are not independent in themselves, 
with their thousands of partners in the 
form of stockholders to whom periodic 
reports must be rendered, which—if the 
stock is listed on an exchange—are open 
to public review, thus originating the 
earning statements that sometimes 
arouse our envy. The successful few 
get the big headlines in the newspapers, 
and the others the small type or no 
type at all. One-fourth of 1 per cent, 
or about 1100 ‘corporations in 1926, 
earned two-thirds of the total corporation 
profits, and 40 per cent, or about 172,- 
000 corporations, lost money. Everyone 


of the successful corporations would pre- , 


fer to sit modestly by and, like the suc- 

cessful farmer, tell every- 

one to mind his own busi- ~ 

ness. 
There are many gen- 

eral proofs that farm 4 

lands. are yielding good 

returns—such as_ con- 

tinued high bank deposits, 

high life insurance, mail 

order and automobile pur- 

chases, not to overlook 

the $1,000,000,000 road 

bond issue ‘authorized by 

the Iowa Legislature, and 

Nebraska’s $12,000,000 

capitol, which is being 

paid for as it 

progresses, our 

state having no 

bonded _indebt- 

edness whatso- 

ever. These are 

all accurate, voluntary thrift and gen- 

eral earning indicators. 


Earning Indicators 


M°rE direct earning indicators are 
the United States agricultural sta- 
tistics gathered by assessors, which show 
that the Nebraska 1927 money value 
for corn land is $20.52 an acre, for 
wheat land $22.14 an acre, for potato 
land $79.50 an acre, and sugar beet land 


$102.24 an acre. These are gross crop- 
money returns, but it must be remem- 
bered that they are state-wide averages 
upon land values widely diverging from 
$15 an acre to over $250 an acre, and 
include every class of shiftless farming 
as well as the carefully rotated farm. 
The determination of the net-per-acre 
money return is the same problem as 
the net left-over at the end of the year 
of the doctor, the merchant, the car- 
penter and the stenographer, and de- 
pends entirely upon the personal enter- 
prise, thrift and management of the in- 
dividual, his wife and his family. A 
farmer’s wife has an equal share in his 
prosperity, and often a majority share. 
Many sad instances come to our atten- 
tion where the death of a wife entirely 
disintegrates a previously successful 
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farming family. Cooperation of a farm- 
er and his wife is not a sentiment, but 
an economic necessity. 


Master Farmer Statistics 


THER direct national land-earning 
indicators are available through the 
splendid two-year-old Master Farmer 
statistics, giving a reliable cross-section 
of our country’s .successful farming: 
In Alabama the ten reporting farmers 
have an average gross annual income 
of $23,635, which is 28% ver cent on 
the $82,788 average capital investment. 
In Georgia the twelve reporting farm- 
ers have an average gross annual in- 
come of $20,800, which : 
is 29 per cent on the 
$70,200 average capital 
investment. In Michigan 
the twenty-four report- 
ing farmers have an 
average gross: annual 


“These Misfits 
Make a Noise.” 


income of $11,250, which is 29 per 
cent on the $38,000 average. capital 
investment. In North Carolina the 
twenty-four reporting farmers have an 
average gross annual income of $14,644, 
which is 26% per cent on $55,742 aver- 
age capital investment. In Texas the 
thirty reporting farmers have an aver- 
age gross income of $8,595, which is 
19% per cent on the $44,646 average 
capital investment. In Nebraska the 
twenty reporting farmers began with 
an average capital investment of 
$1,454.25 and at a present fifty-five 
year average age show a net worth 
of $88,645. The average gross annual 
income was $15,042. The average five- 
year net annual income was 9.3 per cent 
for the 1927 reporting farmers. In the 
Northwest the sixteen reporting farm- 
ers from Minnesota and North Dakota 
show an average farm value of $47,000, 
and ten own their farms clear of debt. 
The twelve eastern reporting farmers 
are grouped from Pennsylvania, New 
Jersey and Maryland. Their farms 
range in size from 65 to 270 acres, with 
gross individual incomes for 1927 as 
high as $35,000. All go on frequent 
vacation trips; several to Florida; some 
to Europe, Asia and Africa. These 
twelve farmers report twenty-four auto- 
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mobiles, thirteen tractors, eleven motor 
trucks and thirteen gasoline engines. [In 
Illinois twenty-seven of the forty-nine 
reporting farmers, and in Indiana thir- 
teen of the nineteen reporting farmers, 
started with nothing and earned every- 
thing they now have. 


Not the Total Gross 


irony are all gross incomes, but stil] 
they are not the total gross, and 
every radish pulled, every quart of milk 
used by the family and its labor, every 
chicken and hog butchered, and every 
day, of housing enjoyed must be added 
to make a true gross. In Indiana the 
average expenditures for groceries of 
the nineteen reporting farmers is less 
than $250 a year per farm. 

Some net farm land earnings are ob- 
tainable from group farming enterprises 
and direct opérating reports of the 
larger individual operators who keep 

books. F. F. McArthur, 

of Pottawattamie 

County, Iowa, farming 

3312 acres, reports that 

since 1920 he has aver- 

aged $1.03 for each 

bushel of corn pro- 

duced and marketed on 

the hoof, and that at 

present market prices 

each of his three ten- 

ants this year will net 

from $12,000 to $15, 

000 as their share after 

deducting full produc- 

tion costs. 

Ernest Thorn- 

burg, of Shelby- 

ville, Ind., on a 

group of four- 

teen farms 

shows a net re- 

turn of 62/3 per cent over a period of 

seven years at a valuation of $140 a 

share. The 5000-acre Brenton farms in 

Dallas and Polk Counties, Iowa, pro- 

duced a net return of nearly 7 per cent 

(6.72 per cent) in 1927 at an approxi- 

mate valuation of $150 an acre. In 

Schleswig, Iowa, John Ehler, one of its 

prominent farmers, died May 13, 1928, 

leaving holdings of 2100 acres of Iowa 

land having a conservative market value 

of over a quarter million dollars. Mr. 

Ehler came to the Schleswig vicinity in 
1890 as a hired hand. 

Our own farm operating company has 
records of scores of farms netting their 
owners up to and over 10 per cent on 
the capital invested during the last five 
years after expenses and betterments 
are deducted. 


One Hundred Foreclosed 
Farms 


|S gentanrtigg down to July 1, 1928, the 
records of our 100 owned farms 
(the scum of the first batch of fore- 
closures scattered over five states), we 
find these were managed for the fiscal 
year with 295 supervision. visits costing 
$8.10 each, which is $23.90 per farm (six 
cents an acre), compared to $20.96 in 
(Continued on page 627) 
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THE SALES SIDE OF 
SAVINGS ACCOUNTS 


“Mr. Leonard, let’s get back on that 

plan for educating that boy of yours. 

This signal says you haven’t made a 

deposit for aver a year. Shall we 
start today?” 


The Kardex Savings Ledger is built 
from units which may be added as 
your department grows. 


“Educational savings”. “Home owning 
savings”. “Insurance savings”. You've 
borrowed the “Club Plan” in wholesale 
fashion for ordinary accounts. 

You advertise thrift widely: Do you 
sell it? . . . For selling demands service 
beyond the sale. You’ve got to deliver. 
You assume a trust when you contract to 
help a depositor achieve an end through 
thrift. . . Right there is why you need 
Kardex. 

The new Kardex Savings Ledger is a 
ledger that actually sells thrift. It meas- 
ures visibly the progress of each depositor 
toward the reaching of his goal. It 
prompts the action that helps you make 
“delivery”. 

The new Kardex Savings Ledger is ready 
for your inspection. The coupon below 
will bring the Kardex demonstrator-book 
to your desk. Just fill it in and mail it 
right away. 


KARDEX 


DIVISION OF 


Remington Rand Business Service Inc. 
465 Washington Street Buffalo, N. Y. 


Remington - Kardex - Rand - Safe Cabinet - Baker-Vawter 
Powers - Kalamazoo - Dalton - Line-A-Time - Liprary Bureau 


KARDEX VISIBLE DIVISION 

REMINGTON RAND BUSINESS SERVICE INC. 

465 Washington St., Buffalo, N. Y. 

If you can really show me a way of putting the sales element in savings 
accounts, I’d like to look over the Kardex Demonstrator-book. Please 
have it sent to me. 


When writing to advertisers please mention the American Bankers Association Journal 
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Special Accounting 


Forms? Why Bother? 


“Worth Keeping—Records That Talk” will 
show you how to avoid the bother and ex- 
pense of devising special office forms. “Worth 
Keeping”—the first book of its kind ever 
published—is a combination loose-leaf man- 
ual and catalog. 


It describes more than 4000 Irving-Pitt forms, 
systems, binders, and devices—for every con- 
ceivable bookkeeping need. Visible equip- 


ment, machine posting equipment, forms 


| Accounti 
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specialized to various businesses, forms for 
every purpose in your own business, binders 
from memo to ledger size—all are indexed 
for convenient reference and carried in 
stock by your stationer. 


With this book on your desk you can always 
find the form or device you need—without 
special designing. A hundred thousand ex- 
ecutives and accountants are using “Worth 
Keeping” every day. How about you? Ask 
your stationer—or write us today for your 
free copy: 
IRVING-PITT MANUFACTURING CO. 

New York Kansas City Chicago 
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National Bank Trends in the 
Southern States 


By ANDREW MILLER 


Secretary West Coast Bancorporation, Portland, Oregon 


An Impressive Increase in Deposits in the Period from 1908 to 
1927. Gross Earnings Have Shown a Substantial Higher Rate of 
Return Than the National Average. Interest Payments, the Prin- 
cipal Item of Bank Costs, Absorb Larger Proportion of Income. 


HIS fourth article in the series 

analyzing the operating costs 

and net profits of national banks 

of the country deals with the 
situation in the group known as the 
southern states. The classification is 
made by the Comp- 
troller of the Cur- 
rency and includes 
thirteen states: Vir- 
ginia, West Vir- 
ginia, North Caro- 
lina, South Carolina, 
Georgia, Florida, 
Alabama, Mississip- 
pi, Louisiana, Texas, 
Arkansas, Kentucky 
and Tennessee. The 
figures for these 
states as given in 
this article are ex- 
clusive of the cities 
of Richmond, At- 
lanta, Louisville, 
New Orleans, Dallas 
and Houston, each 
of which is present- 
ed separately. 

The region cov- 
ered is known gen- 
erally as the “Old 
South” and  com- 
prises such a tre- 
mendous area that 
the writer would 
prefer to give 
more detailed analy- 
sis of the various 
states than is prac- 
ticable in the scope 
of this article. Care- 
ful study has been 
given to the figures 
of each state, however, and the record, 
with but few exceptions, so closely par- 
allels the experience of the entire group 
that the comment applies in almost 
every instance. 


10 


Total National Bank Deposits 


i’ each of these analyses the period 
1908 to 1927 inclusive has been taken 
as a basis for study. During this span 
the deposits of the thirteen states men- 
tioned, not including the six cities, have 
grown from a total of $451,814,000 in 


I2 


Gross income and net profits. 


1907 to $2,324,728,000 as of June 30, 
1927, or approximately 413 per cent in- 
crease. Totals for the six cities treated 
separately add $506,603,000, making 
grand total deposits in the thirteen 
states close to $3,000,000,000. Notable 


10. 


Yeah 


average 


exceptions to the general growth are 
found in the states of Georgia, Loui- 
siana and Tennessee, outside of the 
principal cities in those states. 

When we turn to the more particular 
subjects of this survey, that is, operat- 
ing costs and profits, we find on the 
whole a condition that follows the trend 
of the national experience, but greatly 
emphasizes the declining percentage on 
net profits. It will be found interesting 
to examine each of the factors contribut- 
ing to this result as contrasted with 
the general experience of the country. 
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Thirteen Southern States vs. United States 


As in the previous articles of this 
series, all figures are taken as of June 
30, or nearest call, from the official re- 
ports of the Comptroller of the Cur- 
rency. Percentages have been cal- 
culated on the basis of deposits. 

Gross earnings, as 
might be expected, 
have shown a sub- 
stantially higher 
rate of return than 
the national aver- 
age. This is espe- 
cially true of the 
period of 1908 to 
1917 when southern 
banks were enjoy- 
ing an excess gross 
income of nearly 3 
per cent over the 
averaee national 
bank of the country. 
More recently their 
rate of gross in- 
come has been re- 
duced quite substan- 
tially until usually 
it is only 1 to 1% 
per cent over the 
general average. 
Thus this group of 
banks have an ad- 
vantage in admin- 
istration which 
should reflect in 
high net earnings. 

Turning to the 
matter of expenses 
we find that these 
have run unusually 
high, the comparative 
percentages being as 
follows :— 


Southern United States 
States Average 
3.88 2.72 
4.12 2.89 
4.50 


ed 
to 


COCO 


There is no pronounced trend upwards, on 
the other hand the ratio is so high that any 
increase would seriously curtail profits and 
possibly bite into reserves. 
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Reflects Banking Ability 


EDUCTIONS for losses and de- 

preciation have been extremely low, 
although averaging slightly higher than 
the national average. This speaks very 
well indeed for the ability of the bank- 
ers of these states to exercise care in 
making loans and in protecting them- 
selves against untoward losses. 

Notwithstanding large gross earnings 
and small losses, the high expense ratios 
have resulted, especially in recent years, 
in reducing the percentage of net profits 
to about one-third to one-quarter of 
what they were in an earlier period. 
They even fall below the national aver- 
age for several years, while in the period 
prior to 1918 they were uniformly more 
than a third higher. This condition is 
graphically disclosed in the accompany- 
ing chart. From this it will be observed 
that the ratio of net profits for 1927 
were less than one-third of what it was 
twenty years ago. 

From the standpoint of return on 
capital funds, since 1921, there is a 
percentage considerably less than a de- 
sirable figure. 

No doubt the bankers in these states 
realize the necessity of adjustments in 
operating practices along the lines sug- 
gested by Mr. Hazlewood, President of 
the American Bankers’ Association, 
which would mean a decided curtailment 
in expense ratios. In these banks low 
net earnings are not wholly attributable 
to the declining rate of gross income 
and are only partly due to losses and 
depreciation. The condition in these 
states evidently is far different from 
what will be found in the western and 
middle western states, where the agri- 
cultural depression and attendant eco- 
nomic ills caused such great havoc 
among banks. 


Six Southern Cities 


ESULTS for the six southern cities 

selected for more detailed analysis 
presents a very interesting basis of 
comparison. Observe how the invest- 
ment of capital funds and relative 
financial importance has changed: 


Capital and Surplus 
(000 omitted) 
1908 
$9,488 
8,600 


Cities 
Richmond (1916)*.... 
Atlanta (1916)* 
Louisville 
New Orleans 
Houston 
Dallas 


*Earliest figures reported. 


Deposits 
(000 omitted) 


Cities 1908 


Richmond (1914)* $38, ot 
Atlanta (1916)*.. ,62 
Louisville 

New Orleans..... 
Houston 

Dallas 


Per Cent 


1927 Increase 


122" 096 


*Earliest figures reported. 


Apart from these figures indicating 
the growth of the banks in the centra! 
cities mentioned, is their individual 
record of income and expenses. Again 
applying our percentage measuring 


stick to these figures to determine the 
quality and not merely the quantity of 
business transacted, we find some really 
remarkable records. 


Richmond, Atlanta and 
Louisville 


ICHMOND banks have been extreme- 

ly close to the national average in 
the amount of gross earnings received 
and have the most favorable record of 
national banks in these six cities in 
respect to net losses and charge-offs. 
These ratios ranged from 0.15 per cent 
to 0.49 per cent, and in each instance 
were lower that the national average 
for the twenty-year period. Expenses 
have been comparatively high, only in 
1927 showing a tendency toward reduc- 
tion. Net profits have been consistently 
close to 1.50 per cent on deposits for the 
entire period. There is little variation 
from this average from 1916 to 1927, as 
will be seen from tables given below. 
Net returns on capital investment have 
been fairly good, showing no decided 
trends. 

Atlanta banks likewise have had a 
percentage of gross return much less 
than the group of southern states, and 
approximately close to the national 
average; in two years (1924 and 1925) 
being under that figure. Their loss 
record is favorable, averaging 0.43 per 
cent for the twelve years for which 
figures are obtainable. In the matter of 
expenses they have averaged slightly 
higher than Richmond banks although 
the past four years have shown a some- 
what lower figure. Aside from an ap- 
parently unusual year in 1925, when 
their net profits on deposits were 0.05 
per cent, net returns in this city have 
been extremely close to the national 
average. This is also true of the return 
on capital investment. The increase in 
net profits necessary to equal a desirable 
earning basis must be found in reduc- 
tion of expenses, or in a higher rate of 
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gross earnings, or in an adjustment of 
both these factors. 

The reports indicate that Louisville 
banks had a stormy period in the earlier 
years of this study, but have got hold 
of their business in splendid shape and 
are now making an enviable record. In 
point of gross earnings these banks 
were sub-normal prior to the year 1921, 
They shared in the universal experience 
of high income in that one year, since 
which time their rates have been almost 
identical with the general average. Ap- 
parently the banks had to meet some 
severe losses in several of the earlier 
years, which was reflected in decreased 
net profits. The expense ratio for the 
past ten years was consistently lower 
than the national average, making pos- 
sible an attractive return on invested 
capital. Net profits for the past decade 
were on a fairly high level, and al- 
together these banks have reason to feel 
gratified at their record for the past 
ten years. It indicates administrative 
ability of a high order. 


New Orleans, Houston 
and Dallas 


HE figures for New Orleans banks 

show a greater range in percentage 
of gross earnings than these other 
southern cities, although averaging 
much higher than any group under dis- 
cussion. In point of expenses they have 
the highest percentage of any of these 
six cities, the figure being 4.49 per cent 
for the twenty years. Unlike the other 
cities, this expense ratio has been in- 
creasing. In 1925 it was 4.29 per cent, 
1926 4.68 per cent and in 1927 5.28 per 
cent. An exceptionally high ratio of 
gross earnings has made possible a high 
percentage of net profits, notwithstand- 
ing the fact that expenses and losses 
averaged 5.31 per cent for the entire 
period. The return on invested capital 
has also been fairly high. 

(Continued on page 589) 


Gross Income (Percentage of Deposits) 


Richmond Atlanta Louisville 
5. 
6.24 
5.04 


Pit 


COSI 


*Figures not obtainable. 


Average 
Southern 


New 
Orleans 
7.81 
7.13 

6.67 7.50 


7.35 
6.36 


Dallas 
7.42 
8.84 


Houston 
5. 


= 


PAN S100 
DH 90 


Net Profits (Percentage of Deposits) 


Richmond Atlanta Louisville 


* # 
Wr 


*Figures not obtainable. 


Average 
Southern 
States 

3.75 


New 
Orleans Dallas Houston 


3.24 2.42 
2.65 
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Year States 
1927 1916...... 6.67 
$11,360 
10,500 1921...... 8.24 1 
7,194 10,350 1922...... 6.56 
8,787 5,000 1923...... 6.47 
3,727 12,940 1924...... 6.16 
3,490 16,575 1925...... 5.81 
5.68 
ar 
69,324 79.2 
: 96,797 245.2 1910...... 0.48 
ee 1922...... 1.61 1.31 1. 
1923...... 1.39 1.83 a 
1924...... 1.63 1.59 
1.73 1, 
1.13 
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1500 ledger cards instantly accessible 


EEP 1500 accounts at the finger tips of one cards backwards or forwards. Low sides and 

operator with this “Y and E” ledger tray. hinged compressors allow the cards to open so 
That’s the way to get the most out of your in- as to be legible right to the lowest line. 
vestment in machine accounting. And with all its advantages of durability and 

It would take three bulky binders to hold better protection for cards, this tray still costs 

the number of accounts that this tray keeps in- less than its equivalent capacity in binders. 
stantly available. They are kept more acces- Mail the coupon today for an illustrated folder 
sibly, too—for the operator can run through the on this and other “Y and E” trays. 


Y. WMAN ANDFRB M (©: YAWMAN AND ERBE MFG. CO. 
A RBE FG. e 1285 Jay Street, Rochester, N. Y. 


1285 JAY STREET ROCHESTER, N. Y. ( ) Please send me your folder on Ledger Trays. 


( ) I am attaching sample of ledger cards or sheets. 
STEEL AND WOOD FILING CABINETS — STEEL Fivase sutentt quetetions on 
SHELVING — DESKS — SAFES — OFFICE SYSTEMS 
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Chicago Office For Your Bank 


Your office for investment analysis, for business data for yourself or for your 
customers, for individual statistical reports on virtually every phase of finance, 
business or industry anywhere in the world, for quick telegraphic contact with 


centers of business, industry and finance throughout the entire country. 


A Chicago Office 
For Your Bank 


When you establish a correspondent con- 
nection with Central Trust Company of 
Illinois, you open, in effect, an office in the 
heart of Chicago’s financial district . . .. an 
office fully equipped to give you prompt 
satisfaction in every phase of transit business 
and ready to act as your representative in 
Chicago. 


ENTRAL [RUST 


COMPANY OF ILLINOIS 


125 W. MONROE STREET at LaSALLE 


CHICAGO 


When writing to advertisers please mention the American Bankers Association Journal 
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Foreign Trade and the Inland 


Banker 


By WILLIAM F. WHITING 


Secretary of Commerce, Washington, D. C. 


Herbert Hoover’s Successor Links Banks to Foreign Commerce. 
Declares Nation Has Become Export-Trade Minded and Banking 
Must Keep in Step with Times. Independent Banker Will Find 
Trade Advice Facilities Factor in Competition for Accounts. 


N the minds of many people not di- 

rectly interested in export trade 

there is a tendency to regard 

foreign trading either as an occult 
science or as something remote from 
their daily lives. At one time this ten- 
dency was most marked in the interior 
of the country, but for several years 
past a remarkable interest in foreign 
trade development has been observed in 
the interior cities and towns as well as 
in the cities on or near our seaboard. 

I suppose before proceeding further 
we should decide what is meant by the 
term “inland banker.” In discussing 
foreign trade the term might properly 
be applied to bankers not located in the 
larger cities on the Atlantic, Gulf and 
Pacific seaboards—those cities which by 
reason of the volume of import and ex- 
port trade handled in their ports have 
long had a deep interest in overseas 
trade and have developed banking facili- 
ties adequate for the accommodation of 
this trade. Only a few seaboard cities 
might qualify on this basis, since our 
foreign trade is largely handled through 
a limited number of ports. At the same 
time it might be noted that several cities 
in the interior of the country take a 
deep interest in foreign trade and have 
banks that render effective assistance in 
fostering that trade. 

From this point of view, a banker in 
Worcester, Mass., or Charlotte, N. C., is 
an inland banker to the same degree as 
is a banker in Omaha, Neb., or Dallas, 
Tex. 


Foreign Outlets 


_ foreign trade of the United 
States has grown to such large pro- 
portions, as regards both imports and ex- 
ports, and now covers such a wide range 
of commodities as to be of vital interest 
to practically every section of the coun- 
try. At an earlier period, when our ex- 
ports consisted very largely of food- 
stuffs and raw materials which were 
sold with little or no effort, and when 
our energies were largely concentrated 
on developing our natural resources, 
there was relatively little interest in 
creating export trade facilities. At that 
time we were a so-called debtor nation, 
a circumstance which facilitated exports 
of our surplus production of grain, flour, 


To Hold Accounts 


the individual bank 
is to meet the competi- 
tion of the branches of 
larger banking institutions 
in their territories or are to 
hold accounts against the 
solicitation of local repre- 
sentatives of banks in the 
principal banking centers, 
they must be prepared to 
assist those clients who are 
doing an export business.” 
—Secretary of Commerce, 
WILLIAM F. WHITING. 
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meat products, cotton, copper, petro- 
leum, lumber, and similar products, 
which were in great demand in foreign 
countries. The interest on foreigners’ in- 
vestments in the railroads and indus- 
tries of this country could easily be 
covered by the proceeds from the sales 
abroad of such commodities, except in 
those years when our crops of wheat, 
corn, or cotton were abnormally low. 
The United States has now become 
highly industrialized and its production 
of manufactured goods is now so large 
as to require in most instances foreign 
outlets for disposing of the surplus. This 
is an inevitable result of the widespread 
adoption of mass production, simplified 
practice, and other efficiency methods. 
Without foreign outlets many industries 
could not be conducted on so extensive a 
scale and the cheapening of the cost of 
production through increasing output 
would be correspondingly retarded. For 
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many industries export orders are no 
longer regarded as stop-gaps to fill in an 
occasional slackness in domestic trade: 
they are now a regular part of the busi- 
ness of countless concerns to many of 
which the ability to place a large part 
of their production in foreign markets is 
vital. 


Incentives to Import 


INCE 1914 we have become a credi- 

tor nation on an increasing scale. 
This means, of course, that on balance 
foreigners are paying us interest on our 
loans and investments abroad instead of 
our paying foreigners on their invest- 
ments here, as was so long the practice. 
Instead of incentives to export we now 
have, other things being equal, incen- 
tives to import. But things are not quite 
the same. What we so largely exported 
when we were a debtor nation were 
foodstuffs and raw materials which 
foreign countries could readily absorb. 
What foreign countries can sell us now 
that we are a creditor nation, especially 
since we are so nearly a self-sufficient 
nation in the matter of foodstuffs, raw 
materials, and manufactures, is a mat- 
ter that causes concern in many quar- 
ters. 

The answer to this question lies in 
several situations. One is the fact that 
our dependence upon foreign supplies of 
raw materials such as rubber, hides, 
manganese, chrome, nickel, wool, silk, 
jute, hemp, and other commodities, has 
greatly increased in recent years, and 
this dependence will become greater as 
our industrial development proceeds. 
Another consideration is that our popu- 
lation is growing at a steady rate and 
its standard of living is being raised, 
with the result, on the one hand, that 
our imports of coffee, tea, cocoa, sugar 
and other important foodstuffs and raw 
materials such as those enumerated 
above, are expanding rapidly, and on the 
other hand, our consumption of food- 
stuffs produced in this country will tend 
to cut down the surplus available for 
export. To relieve further the minds of 
those who are disturbed about the im- 
plications of our shift from a debtor to 
a creditor position in international fi- 
nance, attention might be called to the 

(Continued on page 604) 
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Investing Trust Funds 


BY KINGSLEY KUNHARDT 


Investment Trust Officer, Guaranty Trust Company of New York 


Supervision of Trust Investments Is a Specialized Science. 
Banks Should Develop Security Men. Lawyers Not Necessarily 


Qualified to Handle Securities. 


Directors Can Aid at Start 


But as Business Expands Qualified Personnel Found Essential. 


HE investment of trust funds 

and the care of estate securities 

today is a problem that concerns 

every bank that has a fiduciary 
department. The problem itself is not 
new, for trusteeships have existed for 
generations, and, in fact, the Dred 
Scott case, more than seventy years ago, 
arose from the efforts of a bewildered 
trustee to obtain judicial instructions on 
what to do with that negro. 

Only in recent years, however, has 
the whole country accepted the trust idea 
—and more particularly the advantages 
of corporate rather than individual trus- 
teeship—to a degree that has spread the 
business from a few trust companies in 
the larger cities to banks in every com- 
munity. Reports indicate that corporate 
trustees are being named annually under 
ten or twenty wills for every one they 
are now administering, so the banks have 
good reason to make every preparation 
for trust business on a scale hitherto 
unprecedented. No part of this prep- 
aration is more important than arrange- 
ments for the intelligent supervision of 
the securities in the trusts and estates. 

The selection and supervision of trust 
securities is a specialized form of in- 
vestment work, and not an offshoot of 
the legal profession. A lawyer or an 
officer who has had experience with the 
legal problems encountered in trust and 
estate work is the logical man to put 
in charge of the personal trust depart- 
ment, for he is just the one who can 
successfully direct such administrative 
work as probating wills, settling taxes, 
establishing trust, and, in fact, man- 
aging most of the problems with which 
these articles are not going to deal. Too 
often, however, the bank just entering 
the personal trust field seems to assume 
that placing a lawyer in charge of the 
trust qualifies him, in some mysterious 
fashion, for the supervision of invest- 
ments. 


Blissful Ignorance 


7 operate successfully, the trustee 
must keep the trust funds invested, 
not only safely but also to yield the 
highest income that can reasonably be 
expected. If the trust officer tries to 
do this without assistance or investment 
training, he may have an experience like 
that of an able man I know who, a few 
years ago, when purchasing securities 
for a small trust, selected from the legal 
list Chicago, Milwaukee & St. Paul Gen- 


Starting Right 
of a_ series of 

articles by an expert in 
the science of selecting and 
supervising investments in 
securities under trusts and 
the problems which must 
be solved by the smaller 
banks, just as accurately 
as by the larger institu- 
tions. Here is emphasized 
the need for starting the 
investment branch of a 
trust department the 
right direction and allow- 
ing it to expand as the 
business of the department 
broadens, continually in- 
creasing in efficiency. 


eral and Refunding 4%s, due 2014, and 
Chicago, Milwaukee & Puget Sound 
First 4s, due 1949, in blissful ignorance 
of the fact that he had picked—because 
of their yield—two junior issues of the 
same road. Certainly he found it out— 
when they defaulted simultaneously— 
but now he leaves such matters to an 
investment man. 

As soon as the officer in charge of 
the budding trust department realizes 
the responsibility he is undertaking in 
making these investments on his own, 
he looks around the bank for some one 
to advise him. Perhaps there is a bond 
department; if not, one of the credit men 
or senior officers may have studied se- 
curities in connection with his work. If 
the department has started off well, and 
most personal trust departments do now- 
adays, the trust officer may be able to 
interest the directors, or at least some 
of them, so that they will advise on in- 
vestment problems when they are set 
before them. Then the personal trust 
department, with its problems tempo- 
rarily solved, proceeds to operate, and, 
in fact, that is the way the majority of 
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such departments operate today. If they 
remain small, it should prove satisfac. 
tory, provided that the directors or off- 
cers who are supposed to advise on in- 
vestment matters can be expected to 
have the trust investments continually 
in mind, which is rarely the case. 


As the Department Grows 


AN acquaintance of mine, who is a 
director of a prosperous bank jin 
a neighboring state, told me that the 
officers of his bank did not know much 
about securities, so they asked the board 
when there was any doubt in their minds 
as to what course should be followed. 
As a result of such a query they had 
decided to hold a certain rather specu- 
lative stock, largely because my ac- 
quaintance owned some of these shares 
and thought well of them. It developed 
during our conversation that he consid- 
ered his duty had been discharged, while, 
of course, it was more important for him 
to tell the bank when he believed the 
time had come to sell, for the shares 
under discussion were not at all the type 
that anyone would want to hold as a 
more or less permanent investment. A 
few months ago this bank employed a 
young security statistician to check up 
on such matters. 

This seems to me an excellent start 
toward the necessary organization, 
whether or not the statistician develops 
into a man competent to take charge of 
the investment work as the department 
grows. More likely it will eventually 
be necessary to bring in an experienced 
security man and teach him the peculi- 
arities of this branch of the investment 
field. This, ordinarily, can be done in 
from six to nine months with a well- 
chosen man—generally one who has been 
answering questions and reviewing se- 
curities for customers of a bank or bond 
house. 

Men with such experience and train- 
ing are likely to prove the most satis- 
factory, since one who has been engaged 
in selling securities may have for his 
principal asset a selling ability that is 
quite useless in this work, and the statis- 
tician may be a good man at figures, 
without the ability to draw sound con- 
clusions from them. I do not recommend 
taking a man from the administrative 
end of the trust department and trying 
to make an investment man of him. It 
takes too long in the first place, since 

(Continued on page 590) 
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DEPOSITORS APPRECIATE THE 
“SERVICE OF PROTECTION” 
IN THESE DISTINCTIVE SUPPLIES 


All standard checking forms are available on 
Super-Safety paper 


Tue air of quality in the ap- 
pearance and “feel” of the beau- 
tifully tinted Super-Safety 
Checks speaks well for the bank 
But the most 
appreciated feature of these 
attractive checks is a service of protection they 


that issues them. 


render depositors’ funds in transit. Any attempt 
at alteration is exposed immediately. A glaring 
white spot appears if knife, ink eradicator or 
eraser is used to change the check. There is fur- 
ther protection in the fact that Super-Safety 
Checks are never sold in blank sheets—they are 
made only to a bank’s individual order. To pre- 
vent counterfeiting, each sheet of Super-Safety 
paper is guarded like bank-note paper. 

The thoughtful service of providing depositors 
with Super-Safety Checks for protection against 
check alteration is evidence of an interest in and 
regard for a client’s welfare. A personal note such 
as this in modern banking has done much to estab- 
lish preference for a bank’s service. 

Many leading banks supply depositors with 


Trade-mark 


Any type of standard cover or binder can be had in 
Antique Moorish 


attractive Super-Safety Checks 
and use with them the handsome, 
distinctive Antique Moorish 
Covers and Binders. Antique 
Moorish Savings and Commer- 
cial Pass Books, Pocket Check 
Covers and Ring-bound Customer Check Covers, 
a standardized line of beautiful, durable supplies, 
are well qualified to represent your bank and the 
high character of its service. With bank building 
or business seal embossed on the covers they make 
an exceptionally fine appearance and become a 
dignified advertising asset. 

There are types of Super-Safety Checks and 
Antique Moorish Covers to suit every purpose. 
Standardize on these attractive, distinctive supplies 
for use whenever there is need for checks or binders 
in your bank. There is a worth-while, economical 
advantage in such standardization. Get in touch 
with the Todd representative in your city or return 
the coupon below to the office nearest you. Bankers’ 
Supply Division, The Todd Company, Rochester, 
Chicago, New York, St. Paul, Denver, Dallas. 
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Bankers’ Supply Division, THE TODD COMPANY, 1176 University Ave., Rochester, N. Y. 


State and 60th Sts., Chicago, Ill.; 33 Thirty-fourth St., Brooklyn, N. Y.; 1200 Lawrence St., Denver, Colo.; 2021 Jackson St., Dallas, 
Texas. (Address nearest office.) 


Send me more information about Super-Safety Checks and Antique Moorish supplies. 


eee Name of Officer 


Name of Bank _ 


Town 
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Do Not Spend Money Seeking New Accounts 
UNTIL 
YOU HAVE PROTECTED YOURSELF AGAINST LOSING 
THE ACCOUNTS YOU NOW HAVE! 
YOU EMBARRASS A DEPOSITOR YOU LOSE HIS 
ACCOUNT FOREVER! 
YET 


HE NEVER CALLS TO EXPLAIN TO YOU—BUT—HE DOES TELL 
HIS FRIENDS! 


YOU LOSE—NOT ONLY HIS ACCOUNT—BUT THE GOODWILL 
OF MANY! 


HOW TO HOLD YOUR ACCOUNTS 


WHEN 


EXTEND COURTESY 


Your depositor, even if one who knows his aver- 
age balance is low, hotly resents having others 
see his check being questioned—especially so, 
when the teller either telephones to the book- 
keeper, leaves his cage to look at the account, or 
uses a conveyor of any kind to dispatch his check 
to the bookkeeper for the purpose of discover- 
ing whether or not he has sufficient balance to 
cover. The larger depositors feel this just as 
keenly. Usually both types KNOW (or believe 
they know) that their checks are good and you 
EMBARRASS them when you permit this. That, 
as you well know, is the OPPOSITE of courtesy. 


PROTECT THE BANK 


You will protect the bank against this loss of good 
will and the inevitable loss of the accounts as well, 
by using a means of communication that is silent 
and secret, but it must be accurate and as fast as 
possible. Such a form of communication would 
permit paying teller-bookkeeper contact to be 
even closer than if they were at each other’s elbows. 
The Telautograph not only accomplishes all that 
is desired in this, but, in addition, it fixes respon- 
sibility when the human element errs as it always 
will. 


HELP THE TELLERS 


In most cases, the paying teller is the depositor’s 
only direct contact with the bank. On that paying 
teller depends the good will you so ardently desire. 
Yet, if the teller, in an effort to preserve the de- 
positor’s good will, and yet anxious to protect the 
bank against overdraft, is compelled to act covertly 
by telephones, or, more crudely, send the check 
through a conveyor to the bookkeepers, his morale 
is weakened and he loses his high speed efficiency 
thereby—because HE KNOWS the depositor is 
blaming him. Give him a Telautograph and avoid 
all this. 


AVOID FALSE ECONOMY 


The success of the Telautograph in this teller- 
bookkeeper communication has caused substitutes, 
such as telephones with “awe-inspiring names,” 
conveying systems and even telegraphs to be 
offered to bankers everywhere—and usually be- 
cause they SEEM to cost less. To buy such, 
hoping to obtain the results which the Telautograph 
does obtain, is FOLLY, as is evidenced by letters 
from present Telautograph users, which we will 


show to you on request. 


TELAUTOGRAPH STATIONS ( one'roor ) COST BUT 28 CENTS PER DAY 
SEND FOR OUR BOOK, “THEY SHALL NOT PASS” — NO OBLIGATION, OF COURSE 


TELAUTOGRAPH CORPORATION 


General Offices and Factory: 


MORE THAN 


WE HAVE 44 BRANCHES 


BANK USERS NOW 


) 16 WEST 61st ST., NEW YORK, N. Y. 


When writing to advertisers please mention the American Bankers Association Journal 


The Cattle Business Comes Back 


By JOHN CLAY 


Chairman of the Board, Stock Growers National Bank, Cheyenne, Wyo. 


Products of Ranch and Range Show Return to Wartime Prices. 
Disasters of Deflation Remedied and Confidence Restored in 
Cattle Country. Profits Now Reflected in Returns to Stockman. 
Prospects of Beef Shortage in West Next Year Forecast. 


HEN the Civil War ended 

in 1865, and a period of 

reconstruction began, there 

was a large number of 
cattle semi-wild in the State of Texas. 
These were drawn liberally upon, first 
to stock up the northern agricultural 
states and then for the great drives 
northward which commenced during the 
late Seventies. The first stopping place 
and great trading point was Dodge City, 
Kan.; thence by Ogallala, Neb., to spread 
over the Northwest. 

It was a great sight to see the tips 
of a steer’s horns appear over the hori- 
zon, then the head, and a lot more horns 
and heads. Then the lead cattle, smell- 
ing the water, increased their walk to a 
trot and soon plunged into the Arkansas 
River. These steers (mostly two-year- 
olds) were grazed in a northern cli- 
mate, did exceedingly well, and at four 
or five years of age were moved forward 
to market. 

Shipments came from Montana and 
from Colorado, Nebraska, Wyoming and 
the Dakotas. Some of these cattle were 
poor in quality. Their Spanish blood, 
however, had left them vigorous, and the 
females made a fine foundation for bet- 
ter blood. The Shorthorn, imported early 
in the Nineteenth Century, had thrived 
in the East and was being more or less 
used in the West. At Elkhart, Ill., John 
D. Gillette had a wonderful lot of Short- 
horn steers, which not only came to Chi- 
cago but were exported to Great Britain. 


Battle of the Breeds 


UT a change was coming. On the 


bovine horizon there was the ad- 
vent of the Herefords, the work oxen of 
southern England and nearby Wales, a 
hardy race of cattle, ready for the im- 
proving hand. Instead of a _ rough, 
tugged steer, heavy in his front quar- 
ters, light behind, an almost magical 
change came over this class of cattle. 
The plough was left behind, the angular 
points of the steer cut off or filed down. 
Presto! a beef-making animal, with un- 
usual virility, that could subsist on short 
grass and travel long distances to water. 
The Aberdeen-Angus also came upon the 
scene. So we had specimens of the three 
— beef breeds of England and Scot- 
and. 

My first knowledge of this coming 
change was focussed in my mind at the 
Fat Stock Show of 1879, held in the big 
pavilion on the lake front at Chicago. 
There had been a Show in 1878, but as 


ROM the days of the 

longhorns and the open 
ranges a cattleman paints 
a picture of the struggles 
of the great industry of 
the West, which scaled the 
peak of prosperity during 
the World War only to 
plumb the depths of the 
depression ‘that followed 
and which has succeeded 
in fighting its way back. 
Mr. Clay stresses a develop- 
ment of great importance 
to the entire country by 
pointing out the decline in 
the numbers of beef cattle 
in the West in the face of 
the increasing population 
of the nation. 


I am writing more or less from personal 
experience, I refer to the later Show. 
During it, and several shows held after- 
ward, the battle of the breeds went on 
right merrily, though not always in good 
taste or harmony. Gradually each breed 
settled into its proper place. The Here- 
ford has taken the West, the Shorthorn, 
more or less a general purpose animal, 
is found everywhere, while the Aber- 
deen-Angus belongs to the pasture and 
the feedlot. All of them are doing nota- 
bly in the strenuous struggle for im- 
provement. 


The Advance in Quality 


| gi the fifty years that have passed 
since the first Fat Stock Show was 
held in Chicago (then as now the center 
of the livestock trade) the advance in 
quality has been simply marvellous. The 
old Fat Stock Show of the lake front 
eventually was abandoned. In 1900 the 
International Livestock Exposition was 
organized and has grown to great pro- 
portions. Its example has been copied, 
and since the beginning of the present 
century the influence of early maturity 
of cattle has had a great growth. To 
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attain this there must be quality, good 
breeding. 

During the World War there was some 
recession. After it, a decided halt. The 
breeder of pure-breed cattle in many 
cases went under financially. The de- 
flation caught him with a larger herd, 
few buyers and greatly increased ex- 
penses. The number of cattle that lost 
their recorded pedigrees and passed into 
the discard can never be estimated. It 
was one of the losses we suffered from 
the War, but we have been building up 
during the past three or four years. 


Days of Baby Beef 


OING back to the lake front Shows, 

I remember “McMullen” (weight 

2,565 lbs.). He was a product of the Gil- 

lette herd and made a great sensation. 

Clarence Kirklevington (weight 2,400 
lbs.) was bred in those days. 

In addition to those wonderfully ma- 
ture steers, John B. Sherman, then man- 
ager of the Union Stock Yards of Chi- 
cago, used to purchase some of the 
younger steers, carry them forward and 
they went over the scale at nearly 3000 
lbs. Monstrosities we would call them in 
these days of “Baby Beef.” 

In the commercial cattle classes of 
1883 our best cattle were selling at $5.50 
to $6.50, an occasional load at $7 per 
hundred. The average weight of these 
cattle was over 1300 lbs. Today the 
average is probably under 1000 Ibs. 
These are only estimates of what is be- 
ing done, for thousands of calves weigh- 
ing from 350 to 425 lbs. will go direct 
from pastures to the feedlot, eventually 
coming back to market weighing from 
850 to 1050 Ibs. 

While it is almost impossible to get ac- 
curate statistics on this point, here are 
the results of a test made on 115 cars 
of cattle sold in one week in June, 1928, 
at Chicago: 


Over 1400 lbs. average... 
1300 to 1400 lbs. average 
1200 to 1300 Ibs. average 
Under 1200 lbs. average 


Steers weighing over 1400 lbs. are 
still needed for hotels, restaurants and 
clubs, but the demand is limited. The 
housewife calls for smaller cuts, the re- 
tailer has to listen to her, and he relays 
it to the wholesaler. Even the big pack- 
ers must pay attention and the feeder 
has to follow suit. While we had passed 
the “monstrosity” age by 1893, I note 
that for five years, from 1902, the av- 
erage weight of cattle received was 1102 
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lbs. Against this for the last five years 
the average was 987 lbs., a decline of 
115 lbs., most of which falls on steers, 
for the female cattle will not show as 
much, if any, decline in weight. At a 
guess we might put the steers at 150 
lbs. lighter in the past thirty years—a 
big decline in our beef production. At 
Chicago, on a basis of 3,000,000 cattle 
sold at an average of 115 lbs. less, it 
means a reduction of 345,000,000 lbs. 
gross, or 190,000,000 lbs. of edible meat 
in a single year. 


An Age of Romance 


bree World War made a mighty 
change in American as well as world 
conditions. We who live in the West 
thought we were worse hit than our 
eastern neighbors. There was this dif- 
ference—the East had more reserve then 
than the West. The catastrophies were 
pretty evenly spread over the whole 
country. There was more noise west of 
the Mississippi than elsewhere. Real 
disasters lay on the farms and ranches 
of the West and in the big and little 
cities, with their tradesmen and mer- 
chants. 

During the War it was an age of 
romance. There was fine picking and ex- 
traordinary spending. Here is the rec- 
ord as revealed by the average prices for 
top cattle in Chicago: 

Per 100 Lbs 


On Oct. 16, 1920, the top price for 
beef steers was $18.50 per 100 lbs., the 
bulk selling for from $11.75 to $17.25. 
This was followed by a steady decline, 
culminating in the week of Feb. 5, 1921, 
when the top price was $9.50 per 100 
lbs. and the bulk at $6.75 to $8.50, a 
drop of practically one-half in a little 
over three months. When the accounting 
zame, the day of retribution, the war 
profits had almost disappeared. Some 
men added to their possessions, generally 
overbuying, getting into debt instead of 
out of it; others traveled, built houses, 
sought automobiles, invested in specula- 
tive schemes. Lastly, some of them as- 
gired to a nice easy chair in a banking 
room, where they ran the gauntlet of all 
these conditions. A very few sold their 
farms and stocks, and no doubt have 
nad an easy time of it. 


All Went Merrily 


UT on the range it was worse. 

When the open range was prac- 
tically abolished, except for Indian res- 
ervations and forest reserves, by the in- 
flux of settlers and inroads of sheepmen, 
many of the herds were sold. But many 
small ranchmen acquired land on water 
fronts, fed their cattle on pastures and 
hay during the winter and grazed them 
outside in the summer and fall. 

All went well during the World War 
and the year after. The summer of 1919 
was exceedingly dry in the State of Mon- 
tana. There was a plague of grasshop- 
pers. The Northwest was as dry as a 


bone. Winter began toward the end of 
October. It lasted until the middle of 
April and it spelt ruin to Montana, the 
western Dakotas, western Nebraska, Wy- 
oming and Colorado, where there was 
a great accumulation of cattle. 

There had been since the beginning of 
the war a great effort in bovine pro- 
duction. In 1919 there was a drought 
followed by heavy snow, intense cold and 
a declining market. Worse, it was im- 
possible to get cars in the fall. A year 
after the war the railroads were still 
under Federal control. 


Loss Because There Were 
No Cars 


I CITE two instances of what happened. 
About forty-five miles southwest of 
Miles City, Mont., there was a herd of 
4000 head of mixed stock. Though we 
had, as we thought, ample feed on hand 
for the winter, we decided, as a matter 
of safety, to ship some cattle. But no 
cars were to be had. There was nothing 
else to do but feed the herd. We bought 
all the hay we could from our neighbors 
and faced the music. Altogether we 
spent $100,000 on hay, grain and other 
feed. On April 10 or thereabouts our 
feed gave out, and we had to move the 
cattle on to the open range and some 
pastures, and we lost about $100,000 
worth of cattle. Then for two seasons 
we had only half a calf crop. Total loss 
amounted to about $250,000, a great part 
of which would have been saved if we 
could have shipped out 1000 head. 

But this was not an isolated case. A 
cattleman had 100 head, clear of encum- 
brance, that he brought to Belle Fourche, 
S. D., for shipment. There were no cars 
so he held his cattle for three weeks in 
the railroad loading pens. Then, as there 
were still no cars, he had to buy hay for 
the winter’s feeding, which cost $5,400. 
In the spring he shipped to market, re- 
ceiving about that amount. 

There are hundreds of similar cases. 
Banks fell by the way, cattle loan com- 
panies went under, or were rescued, and 
it is estimated that various loan com- 
panies, mostly stockyard concerns, lost a 
total of $50,000,000. 


Organized Aid 


FTER these disasters some method 
had to be devised to help the un- 
fortunates. In the fall of 1920 a pool 
was organized to help the livestock men, 
but it was shortlived. There was a clause 
in its organization which was fatal to 
its usefulness. The subscribers to the 
pool made it a condition that the loans 
made should be acceptable to the Fed- 
eral Reserve Bank. Therefore, any bank 
could take this paper, and it was not 
necessary to come to the Finance Cor- 
poration. About $800,000 was loaned and 
the attempt to help the stockmen failed. 
The loans were all repaid. 

In June, 1921, a meeting was held in 
Chicago, a large number of prominent 
bankers attending, at which the Stock 
Growers Finance Corporation was or- 
ganized. The writer made the statement 
on behalf of the livestock industry. 

For the relief of the industry $49,000,- 
000 was guaranteed; $25,000,000 from 


New York and $24,000,000 from other 
banks. This pool was managed by ap 
Executive Committee: M. L. McClure, 
president; F. H. Connor, vice-president: 
John R. Washburn, treasurer; John 
Fletcher, secretary; M. A. Traylor, §, T. 
Kiddoo and O. T. Reeves, Jr., directors, 

The Stock Growers Finance Corpora- 
tion opened its offices and discounted its 
first loan on July 20, 1921. It discon. 
tinued making new loans on Dec. 1, 1921. 
During that period of 114 business days 
the corporation made a total of $20,220, 
000 of original loans, and wound up its 
affairs with net profits to participating 
banks of $539,855. 


Back to War Prices 


|’ was not alone the amount of money 
loaned that helped, but the moral effect 
it had on the industry was stimulating. 
Eventually the War Finance Corpora- 
tion took up the work. By patience and 
skillful management the cattle industry 
gradually worked out of its difficulties. 
There were some losses, but confidence 
was restored. Banks became more lib- 
eral and helped their cattle clients, or 
at least those who were worthy of help. 

It is interesting to look at the top 
prices of cattle in Chicago. It is the 
only way to get a fairly good idea of 
the ups and downs of the market. Those 
vary from day to day. The following 
prices for the first week of November 
from 1905 refer to carloads and do not 
include show cattle: 

Price per 100 Lbs 


The above shows that in 1927 and 
1928 we are back to war prices. There 
is a reason. Statistics show that, gen- 
erally speaking, we had a decline of 
10,000,000 cattle since the war and have 
gained 10,000,000 population. These are 
estimates, but the figures are close to 
correct. During the first nine months of 
1928 our receipts of cattle at the markets 
show a decrease of 5 per cent. Here is 
what the Department of Agriculture 
says: 

CATTLE. January 1, 1928, there 
were 2.1 per cent less cattle in the 
United States than just one year be- 
fore. Cattle holdings were the lowest 
since 1912. Beef storage stocks on 
August 1 were 9 per cent below the 
same date of 1927 and 29 per cent be- 
low the five-year average as of August 
1. Slaughter of cattle at the sixty- 
seven inspected yards decreased 8 per 
cent the first seven months of this year 
from the numbers killed the same 
period of 1927. 

These figures all point to a shortage. 
After a month’s trip around the West 1 
feel certain that the cattle have been 
heavily drawn upon, more especially the 
younger classes. The country is swept 
clean of steer yearlings. Very few old 
steers are left. Heifers and cows have 
been generally conserved. If sold they 
have gone generally into breeders’ hands, 
at least the best of them. 

It is almost impossible to predict what 
is ahead of us. Statistics (absolutely 
reliable) show at ten markets in Sep- 

(Continued on page 588) 


: 1914. $11.40 
1915. 11.60 
1916.. 12.60 
1917. 17.90 
1918. 20.5 
18.00 
17.75 
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on your SAFETY CHECK PAPER? 


WHEN you advertise your check and its 
characteristics so plainly on its surface you 

are making it that much easier for the man 

who wants to raise or alter that check. He 

Wri te knows how to do it when he knows what the 
fellas fev paper is and that it depends entirely on a sur- 
canta bok. tow face pattern. The obvious is rarely the most 
secure. (GILBERT SAFETY PAPER has the ap- 


lithographed and 
printed checks on pearance of plain bond paper of good quality 


— and is made in white and six attractive colors 
with both surface colors in the tinted sheets 
and chemical reaction to all ink eradicators. 
making it “THE SAFEST OF SAFETY PAPERS.” 


MANUFACTURED BY 


GILBERT PAPER COMPANY. 


Menasha ~ Wisconsin 


ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES 


When writing to advertisers please mention the American Bankers Association Journal 
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There's worthwhile beauty 
in these businesslike desks of steel 


A GOOD looking office undeniably radiates prosperity. 

It creates a pleasant, business like atmosphere, that 
bespeaks dignity, efficiency, success. 

also includes 


acs ae GF desks of steel, with their beauty of line and deep, rich 
afes Filing Cabinets 2 
Sectional Cases - Tables finish, go a long way towards making an office attractive 


Shelving - Transfer Cases 


+ ++ Storage Cabinets - - - and altogether liveable. 


Document Files - Supplies 


GF Steel Office Equipment 


In the private office, or the larger general office, they con- 
tribute not only good looks, but exceptional utility and the 
ATTACH THIS COUPON TO lasting durability that only steel can Possess. And the restful 
YOUR FIRM LEITERHEAD A f. 
95s GENERAL FIREPROOFING ce. Velvoleum top is an ideal writing surface. 
, Obi 
ee These are reasons why such fine desks have won places in 
Please send me acopy of the GF Allsteel 
Desk Catalog. the offices of so many firms whose names are household 
words throughout America. 


Pon Ae Another reason is this — their cost is exceptionally low. 


THE GENERAL FIREPROOFING CO. - Youngstown, Ohio 
City State Canadian Plant: Toronto, Ont. 
BRANCHES AND DEALERS IN ALL PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 
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The Bank of France Turns 


the Light 


By HENRI GUITARD 


Deputy Inspector at the Bank of France 


New Law Brushes Away Veil of Secrecy from French Accounts. 
Franc Stabilization Brings End of Era of Misrepresentation 


in Statements. 


Unsound Items Cleared Out of Balance Sheets. 


Credit Potentialities Now Linked With Gold Reserve of Bank. 


HE outstanding event of recent 
months in the field of inter- 
national finance has been the en- 
actment of the law restoring the 
gold standard in France. That this 
measure will have far reaching con- 
sequences is a fact universally admitted. 

Before the war, France was, next to 
London, the most important capital 
market and, if at present, New York is 
now the leading center for international 
investments, the practical certainty of 
increasing prosperity throughout the 
world creates opportunities in which the 
three great financial markets may share 
with more or less activity, severally or 
jointly, according to conditions prevail- 
ing from time to time in each of them. 
It seems likely that, in view of this cir- 
cumstance, a sort of triangular contact 
will be maintained between the three 
great central institutions, which be- 
tween them control the circulation of 
the major part of floating capital in the 
world. 

That, however, is another story. For 
the present, it may be of interest to 
clarify a few points, in connection with 
the French stabilization, which though 
commented upon at the time of the en- 
actment of the law, are already more or 
less obscured. 

To understand clearly the changes 
which have been brought about by the 
French stabilization law, two points 
must be remembered. In the first place, 
from a practical point of view, the franc 
had been stable for eighteen months and 
this stability had been achieved by the 
Bank of France’s absolute control over 
foreign exchange transactions. This 
institution bought and sold foreign 
monies at given rates and, as foreign 
capitalists, placing their confidence in 
the ability of the French Premier to 
restore political and financial order in 
the country, discounted the prospect of 
an era of prosperity for France, francs 
were bought, in huge amounts, mostly 
in the shape of stock exchange invest- 
ments. The Bank of France was the 
sole purchaser of the foreign monies 
offered in payment and in turn paid for 
them in new Bank Notes. The result 
was that the equivalent in dollars, 
pounds sterling, florins of over 40,000,- 
000,000 franes accumulated in the hands 
of this institution. 


Unshackled 


FRENCH financial  re- 
forms have gone further 
than merely to place the 
currency of the country on 
a sound basis, according to 
M. Guitard, who describes 
how the Bank of France 
has abandoned the mysteri- 
ous and confusing state- 
ments of the past and is 
disclosing its condition in 
language that can be under- 
stood with a minimum of 
technical knowledge. As 
he sees it, this institution 
is once again free from the 
financial and political inter- 
ference of the State. 


Some Degree of Secrecy 


N the second place, the balance sheet 

of the Bank was a misrepresentation 
of the actual condition of its accounts. 
It showed gold in the vaults and abroad 
of which the Bank has the free disposal 
and gold deposited in England which 
was tied up as guaranty for advances 
made to the French government through 
the medium of the French and British 
Central banks during the war. All of 
this gold, whether free or tied up, was 
counted for its pre-war value; in other 
words, its value in paper francs would 
have been about five times the figure 
shown. 

There was also some doubt about the 
right of the Bank to maintain as one of 
its assets an important amount of gold 
which was, so to speak, held in bondage 
until the repayment of the English debt 
of the French government. The build- 
ings owned by the Bank were also com- 
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puted in pre-war gold francs. All the 
foreign monies purchased by the Bank 
in the eighteen months’ pre-stabilization 
period were all itemized under the cap- 
tion “miscellaneous debtors.” Original- 
ly, this account, which is frequently met 
in corporate balance sheets, fully justi- 
fied its name, in so far that it grouped 
sundry accounts of comparatively little 
importance and with no considerable 
bearing on the business of the Bank. 
When the Bank began to purchase for- 
eign monies, it was deemed convenient 
to add this total to the various figures 
which made up this account, so as to 
preserve some degree of secrecy in 
respect of foreign monies purchased at 
a time when the future of the franc was 
still very uncertain and when specula- 
tion may have revived and impaired the 
efforts of the Central Bank to maintain 
the still fragile stability of the currency. 


A Frozen Credit 


As time went by, the purchases of 
foreign monies gradually increased 
and the “miscellaneous debtors” ex- 
panded to over 30,000,000,000 francs. 
Of course, when this figure was reached, 
it had long been of common knowledge 
that foreign monies purchased by the 
Bank were responsible for the astound- 
ing inflation of this account. The next 
largest item on the debit side of the bal- 
ance sheet was “Advances made by the 
Bank to the State.” This, of course, 
represented the sums which the State, 
from 1914 had borrowed from time to 
time, to meet its current Treasury re- 
quirements during the war and after. 
These borrowings had been largely re- 
flected in the increase of the note cir- 
culation. 

Finally, another big item was “French 
Treasury Bonds discounted for advances 
made by the French State to Foreign 
Governments.” During the war, France 
had made advances to Russia for an 
aggregate amount exceeding 3,000,000,- 
000 francs. These advances were made 
in the shape of French Treasury notes 
which the Bank of France had been 
required to discount. As no repayment 
was made, these advances were nothing 
more than a frozen credit, which in- 
creased regularly by the addition of in- 
terest accrued. This also was an un- 
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sound item which it was imperative to 


eliminate. 
Gold Ingots 


HEN the government in June last 

decided to legally stabilize the cur- 
rency, the Bank of France had more 
than enough bullion in hand to take the 
necessary steps with a maximum degree 
of safety, while its holding of foreign 
monies provided additional elasticity to 
meet foreign exchange fluctuations. 

The three essential provisions of the 
law of June, 1928, are the restoration 
of the convertibility of the Bank Note 
into gold which had been cancelled in 
August, 1914, the fixation of the weight 
of fine gold contained in one franc, and 
the fixation of the rates to be main- 
tained between the gold ingots and coins 
in the vaults to the total of the note 
circulation and creditors current ac- 
counts. This last measure was in itself 
an entirely new departure. 

Under the first of these provisions, 
the Bank of France must redeem its 
notes on demand to the bearer either 
in gold coins or in bullions on the basis 
65.5 milligrams of gold of 900 thou- 
sandths fine per franc. This, however, 
is for the time being at least more or 
less theoretical, for the convertibility is 
restricted by the condition that gold will 
be delivered only against a minimum 
amount of notes and this minimum has 
been set at a pretty high figure, which 
makes it impossible for the man in the 
street to go to the windows of the Bank 
and obtain gold in exchange for notes. 
The Bank is bound also to purchase 
gold at its windows, but such purchases 
are paid in notes and though the Law 
of June 25, 1928, also provides that the 
Bank may coin 100 franc pieces, which 
will be unlimited legal tender, it is quite 
certain that for the time being at least, 
it is not practicable to go to the Bank 
with a gold ingot and to have it coined 
or to obtain French gold coins in place 
thereof. In other words, free coinage, 
though it may be reestablished in prac- 
tice sometime or other, has not yet 
come into being. 


Their Obscure Role 


weight of the franc in gold of 
900 thousandths fine is 65.5 milli- 
grams (or 58.95 milligrams fine gold). 
The old 20-franc piece contained 5906.44 
milligrams of fine gold, or 290.34 milli- 
grams of fine gold for one france. This 
means that the present value of the 
franc is about 20.3 per cent of its pre- 
war value. In consequence of this de- 
valuation of the franc, the free gold 
coins and bullion held by the Bank had, 
in new francs, a value five times as large 
as the figures for which they were car- 
ried on the financial statement of the 
Bank. In accordance with an arrange- 
ment passed with the State, when the 
stabilization law was enacted, these gold 
reserves were recomputed in terms of 
the new franc. The difference between 
the new figure and the old one, together 
with certain sums which, from time to 
time, had accrued to the State as partial 
refund of the interest allowed by the 
State on advances received from the 
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Bank made up a large bookkeeping re- 
serve which was used to wipe out, first, 
the balance of the advances due by the 
State to the Bank at the time of the 
stabilization, second, the amount of the 
gold tied up abroad. In this way, two 
unsound accounts were eliminated from 
the new balance sheet of the Bank and 
the gold, all of which is now free, is 
now shown for its real value in terms 
of the new franc. 

The next unsound item “French 
Treasury Notes discounted for account 
of Foreign Governments” was also 
cleared out. This claim was taken over 
by the French office entrusted with the 
amortization of the debt, called the 
“Caisse d’Amortissement,” the Bank of 
France receiving in place thereof short 
term Notes of the Caisse, which can be 
readily sold in the market. A frozen 
asset was therefore, replaced by an 
easily negotiable asset. 

As to the foreign monies held by the 
Bank under “miscellaneous debtors” 
they were distributed into new accounts 
which clearly indicate what they ac- 
tually represent. These are “Demand 
deposits abroad” and “Negotiable Bills 
purchased abroad.” A new account 
“Foreign monies loaned” shows loans of 
foreign monies made by the Central In- 
stitute to French Banks for one, two 
or three months. “Miscellaneous deb- 
tors” are now confined again to their 
obscure role of grouping sundry ac- 
counts of minor importance. 


Free of Charge 


¥ may, therefore, now be said that 
the balance sheet of the Bank of 
France is a true and clear statement of 
assets and liabilities, with however, the 
one exception, that the buildings owned 
by the Bank are still carried for their 


pre-war book value. Should they have 
been reestimated in terms of the new 
franc, it would have been necessary to 
offset their increased book value by a 
reserve on the liabilities side. So far 
as the Bank of France was concerned, 
this change was of no material impor- 
tance, but this procedure would have 
given rise to the question of whether 
it should also be applied in the case of 
industrial companies and this is a prob- 
lem which deserves a careful considera- 
tion from, at least, a fiscal point of view. 

In connection with the arrangements 
made by the Bank with the State coin- 
cidentally with stabilization, it must be 
mentioned that before the war, the Bank 
had granted to the Treasury a perma- 
nent advance of 200,000,000 in pre-war 
gold francs, free of charge and interest. 
This advance was raised to 3,200,000,000 
of new francs. The soundness of the 
principle of such loans might be ques- 
tioned. It is explained that the above 
advance is a lump sum paid by the Bank 
for the privilege of issuing notes, but 
it might have been preferable to tax 
the Bank with annual payments. In 
fact, the term “advance” is hardly 
justified, since there will be no repay- 
ment by the State. On the other hand, 
this disbursement costs little to the 
Bank, since it was made in Bank Notes 
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carrying no interest, the only expense 
borne by the Bank being the cost of 
manufacturing new notes in proportion 
as old ones are retired. What really 
happens is that the note circulation 
includes a total of 3,200,000,000 which, 
at one time, were backed by the credit 
of the State. This is a residue of the 
inflation period and, for all practical 
purposes, a frozen intangible asset. 


Reform Was Sound 


S no discrimination is made between 
these notes and all other notes, 
they may be considered as backed by the 
gold reserve. This brings us to the last 
point to be considered, namely the ratio 
of gold to the note circulation, plus 
creditors’ current accounts. The Law of 
June 25 has fixed this ratio at 35 per 
cent, which it will be noted, is the same 
as that of the Federal Reserve System. 
This ratio is amply sufficient and some 
economists even contend that, if notes 
and credits were fully backed by a port- 
folio of sound commercial bills, bankers’ 
acceptances and securities deposited as 
collateral with a reasonable margin 
against monies loaned, it could well be 
possible to do without any gold reserve 
at all. <A discussion of this contention 
would take us too far and, at any rate, 
from a psychological view point it may 
be more desirable for the note bearer 
to know that there is somewhere a gold 
reserve back of his notes. 

Formerly the note circulation was 
limited by the Law at a fixed amount; 
a greater degree of elasticity is achieved 
with the present system which links up 
the credit potentialities of the Bank 
with its reserves of gold. 

The Bank of France statement has 
now been cleaned out of its unsound ac- 
counts and can be readily understood 
with a minimum of technical knowledge. 
It is almost universally admitted that 
from a-eurrency point of view, the sta- 
bilization reform was sound and is un- 
impairable. It gives a small value to 
the new franc and though the holder of 
French bonds may see in it the ultimate 
confirmation of his losses, he is, at least, 
certain that what was saved out of the 
ruin and disastrous aftermath of the 
war, is at least definitively saved and 
that the Bank of France is once again 
an independent body free from the 
financial and political interference of 
the State. 


Influencing Interest 


The rise in interest rates during the 
second half of the fiscal year, according 
to the annual report of the Department 
of Commerce for the fiscal year end- 
ing June 30, reflected the heavy out- 
flow of gold that began in September, 
1927, and continued through the re- 
mainder of the period. The outflow was 
described as the result of several con- 
ditions, including the lower level of rates 
in the New York money market as com- 
pared with those prevailing in leading 
money markets abroad in the late 
summer and fall of 1927, the desire of 
central banks in several foreign coun- 
tries to strengthen their gold holdings. 
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A Few Users 
You Know 
Union Trust Company, 
Cleveland, Ohio 
United States Nat. Bank, 
Portland, Ore. 
Savings and Trust Co., 
Washington, D. C. 
Chicago Trust Co., 
Elyria, Ohio 


“YOU ELLERY: ELBOW! 
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Safeguarding Their Savings 


HE Ohio State Savings Associ- 

ation of Columbus is one of 
the leading Savings Institutions in 
Ohio. When vault equipment was 
needed for its new building, York 
was selected to do the work. 


A vault was built containing 
nearly 2,000 safe deposit boxes, 
space for use of the officers, and a 
number of special tellers’ lockers. 
The entrance is guarded by a 20” 
solid rectangular steel door in 
which is a substantial layer of 
Infusite—the special York metal, 


resistant to the most scientific 
burglar tools. 

No chances were taken by this 
institution where the savings of 
others were concerned. Safety was 
made a certainty by the use of 
York equipment. 


The York Safe and Lock Company 
has the facilities for making vault 
equipment for the largest banks in 
the world—or the smallest. Our 
Engineers are at your command 
without obligation. 


Write today for information. 


YORK SAFE AND LOCK COMPANY 


HS 


YORK, PENNSYLVANIA 


BALTIMORE 
BOSTON 
CHICAGO 
CLEVELAND 
HOUSTON 
LOS ANGELES 
MIAMI 

NEW HAVEN 
NEW YORK 
PITTSBURGH 


PHILADELPHIA 
8T. LOUIS 

SAN FRANCISCO 
SEATTLE 
WASHINGTON 
HONOLULU 
HAVANA 
MONTREAL 
PARIS 

TOKYO 
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A Banker’s View of Time Selling 


Responsibility for Time Sales Placed on Finance Companies. 
Maximum Protection for Banks and Manufacturers and Mini- 
mum Cost to Public Held Their Obligation. Eligibility of Paper 
for Discount Raised. Are There Too Many Finance Companies? 


EEPING pace with the expan- 

sion of time selling has been 

the development of finance 

companies. The relations of 
the bank to the finance company are dis- 
cussed by O. F. Meredith, vice-president 
of the Foreman National Bank of Chi- 
cago, from the financial rather than the 
economic aspect of installment selling 
with the result that considerable new 
light is thrown upon a subject usually 
treated entirely from the angle of the 
buying public. Extracts from his ad- 
dress before the Annual Conference of 
the Association of Finance Companies 
in New York on Nov. 20, 1928, are here 
presented : 

“Everyone,” says Mr. Meredith, “is 
entitled to his own opinion as to whether 
or not too many companies entered into 
the financing of time sales, but my own 
opinion, which has not changed in the 
past three years, is that withdrawals 
of a number of companies from the in- 
dustry, either through consolidations or 
liquidations, should place the business 
on a sounder basis even than it is today. 


A Fair Indication 


sah Bernd are in a field requiring a 
highly specialized credit organiza- 
tion. The lack of substantial progress, 
from a surplus standpoint, of many 
finance companies may be due in part 
to the employment of an_ insufficient 
number of capable credit men and in 
part to an insufficient amount of good 
paper for the vast amount of capital 
represented. With the volume of busi- 
ness transacted and the rates charged, 
losses undoubtedly have accounted for 
the deficiency. However, it is not so 
much a matter of how many concerns 
are now in the field nor how many re- 
main, but how can the manufacturers 
and public be best served with safety 
to the banks, who furnish the bulk of 
the funds, and the stockholders, whose 
equities should be safeguarded and in- 
creased. 

“The year 1921 gave a fair but not 
necessarily a positive indication of how 
successfully finance companies would 
survive a long period of depression. 
It would, therefore, seem a mistake for 
the companies or the banks to proceed 
on the theory that all of the 1000 or 
more finance companies are prime loan 
risks. 


Manufacturers Enter Field 


“— HAVE constantly advocated closer 
cooperation between the manufac- 
turers and the finance companies, with 
a sincere interest on the part of the 


manufacturer in the finance company 
outlet for dealer paper, and it is inter- 
esting to know that real progress is 
being made in that direction. What 
everyone should be most interested in 
is the greatest possible service to the 
millions of people dependent on the 
manufacturers for employment and the 
banks and stockholders furnishing the 
necessary money. 

“There should be a. constant effort to 
reduce the minimum cost at which a 
finance company could finance properly 
with full protection to all parties in- 
terested. The public is entitled to that 
minimum cost and the banks and stock- 
holders are entitled to the maximum of 
protection and the companies who can- 
not function along those lines are en- 
titled only to the amount of support 
which comparable units in any other 
industry receive. 

“A development which may ‘have some 
effect on the volume of available busi- 
ness is the tendency of manufacturers 
in different lines to form their own 
finance companies for the purpose of 
serving their customers and at the same 
time saving to themselves the profit now 
realized by the finance companies who 
have been carrying the paper. If -this 
practice becomes general, it is quite 
likely to affect the amount of paper 
available to the presently existing fi- 
nance companies and is further reason 
why the leaders in the industry should 
continue their efforts to improve the 
unit character of its membership. Ex- 
perience only will demonstrate the ad- 
vantages or disadvantages of manufac- 
turers forming finance companies, but 
with the capable leaders that have been 
developed in the years gone by, I should 
be sorry to see manufacturers generally 
enter the financing field. 


Has Gone Too Far 


66, F a recent experience of mine is 

a criterion, time selling has gone a 
little too far. A merchant was asked 
about a certain article and the price 
and terms of payment were quoted. The 
merchant was asked what discount 
would be allowed for cash and he an- 
swered not two cents, as he preferred 
time sales. As he explained it, he made 
more money on the time sales. 

“Now, if merchants, or finance com- 
panies, increase volume by placing a 
penalty on cash buying, the practice 
may come back to confound them. If a 
merchant will make the same price to 
a customer who promises to pay within 
ten weeks as he will to one who is will- 
ing to pay all cash, then he is encour- 
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aging extravagance instead of thrift. 
This will apply particularly to younger 
people who, through good salesmanship, 
may be induced to buy merchandise they 
do not need and which will not even 
contribute to their happiness or progress 
and as a result make adversity weigh 
more heavily on them. 


“—— future will not necessarily be 
devoid of periods of business de- 
pression. Figures recently appeared in- 
dicating the value of stocks listed on the 
New York Stock Exchange increased 
$1,946,242,048 during the month of Sep- 
tember, 1928, and the increase from 
Jan. 1, to Oct. 1, 1928, was $9,595,772,- 
565. The president of the New York 
Stock Exchange, in an address recently, 
stated that no bank had ever lost a 
dollar on a loan made against New York 
Stock Exchange collateral. 

“That is a wonderful record, but it 
does not necessarily mean that the banks 
in protecting their positions have not 
done so by resorting to their privilege 
of selling the collateral before the mar- 
gin became impaired, or through the 
brokers having sold out their customers 
in a break. It is not the bank, nor the 
broker, with whom the finance com- 
panies are dealing, but the individual 
who, in a break, may have his account 
arbitrarily closed out with a shrinkage, 
if not complete elimination, of his in- 
vestment. 

“The vast increase in apparent wealth 
just referred to has no doubt been par- 
ticipated in to a large extent by the 
general public and paper profits have, 
no doubt, produced a temptation to buy, 
whereas it is too early to determine 
whether it did at the same time create 
a debt paying power good for a year or 
more in the future. 


Must Plan Safeguards 


667) ROMINENT bankers have re- 

peatedly issued warnings against 
what appeared to be wild speculation. 
Sooner or later those men will be right 
and when they are, it is likely to cause 
a reaction on time paper. There can be 
little doubt of it and the merchant sell- 
ing on long terms and the finance com- 
panies and banks buying such paper 
should have constantly in mind plans 
to safeguard themselves against exces- 
sive repossessions or past due paper. We 
know what a local disaster will do and 
we should have in mind that when the 
public finally is left with the exploited 
stocks, the whole nation will feel it, and 
where a commitment has twelve months 
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Lottery Schemes to Attract 
New Accounts 


By THOMAS B. PATON, JR. 


Asst. General Counsel, American Bankers Association 


Unsuspecting Purchasers of Lottery Schemes and Gift Enterpri- 
ses Purporting to Attract New Bank Accounts Find Themselves 
Victims of the Law Prohibiting the Use of the Mails in Adver- 
tising Such Schemes. Ruling by the Comptroller of the Currency. 


UVERTISING a prize scheme or 
gift enterprise to stimulate the 
growth of bank accounts has 
made it necessary to caution 

bankers as to the legal consequences. 
Having the elements of a lottery, such 
enterprises are prohibited by the Fed- 
eral law relating to the use of the mails 
and offenders are punishable by a fine 
of $1,000 or two years in prison or both. 
At the present time it has been found 
necessary to officially notify banks that 
such practices should cease. In the case 
of national banks, the bank examiners 
have warned them that under a ruling 
of the Comptroller of the Currency they 
are violating Section 213 of the United 
States Criminal code. In some instances 
such warning has come after the bank 
had innocently purchased the lottery or 
gift scheme and had run the risk of a 
financial loss. 


No Action for Recovery 


OR several years Better Business 

Bureaus have had their attention 
called to this sale of devices and 
schemes, generally classified in the lot- 
tery group, which are sold to unsuspect- 
ing purchasers who are in ignorance of 
the lottery laws, both state and Federal. 
[t has never been possible to ascertain 
what recovery was had under the cir- 
cumstances, since no purchaser, ap- 
parently has ever brought an action to 
recover the money expended. 

Sometime ago the National Better Busi- 
ness Bureau, Inc., issued a Bulletin de- 
signed primarily to put into the hands of 
inquirers, facts which would enable them 
to understand the general situation 
when contemplating the purchase of lot- 
tery schemes and to aid such purchasers 
to determine the possible liability and 
subsequent loss involved. 

This bulletin seems to apply to the 
present day situation now confronted 
by banks which are approached by sales- 
men and it is herewith printed for their 
information and guidance: 


ah eer necessity for placing before 
publishers and advertisers, facts 
assisting in identifying a prize scheme 
or lottery, has been shown through the 
many advertisements of gift enterprises 


recently appearing in _ publications. 


Realty companies have been especially 
active along this line as have also mer- 
chants resorting to such methods in se- 
curing trade. 

“The attention of the Post Office De- 
partment is invariably called to such 
advertisements at their inception for 
Post Office and Railway clerks are di- 
rected to take steps toward declaring 
such schemes unmailable, under Section 
482 of the Postal Laws and Regulations, 
by the provisions of which publications 
of any kind, circulars and pamphlets 
containing advertisements of lotteries, 
gift enterprises or similar schemes of- 
fering prizes dependent in whole or in 
part upon lot or chance or lists of prizes 
awarded in pursuance of such schemes, 
and all other matter relating to them, 
are declared to be unmailable. 

“The terms ‘lottery, gift enterprise or 
similar scheme offering prizes dependent 
in whole or in part on lot or chance’ as 
used in that section include ‘guessing’ or 
‘estimating’ contests for prizes, as well 
as drawing and raffles of every kind 
whether general or local, whether for 
private gain or aid of charitable, edu- 
cational or religious objects and whether 
the consideration for chance be money 
or other things of value. Enterprises in 
which prizes are distributed among pur- 
chasers of merchandise in stated 
amounts or among subscribers of pub- 
lications or for shares of corporate 
stock through the mediums of drawing 
or guessing contests are lotteries within 
the meaning of that section. 


The Penalty 


URTHERMORE, the use of lot- 

tery schemes or chance contests in 
advertising is punishable under Section 
213 of the Penal Code of the United 
States by a find of $1,000 or two years 
imprisonment or both. 

“The constituent elements of a lottery 
or other scheme of chance as legally 
defined by both state and Federal courts 
are: (1) consideration; (2) chance; (3) 
prize. The absence of any one of these 
elements eliminates the scheme from the 
lottery class, and various opinions have 
been handed down regarding the exis- 
tence on each of these elements. 

“On the subject of what constitutes 
valuable ‘consideration’, a citation from 
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the case of the Brooklyn Daily Eagle vs. 
Voorhies is worthy of note. ‘The ques- 
tion of consideration does not mean that 
pay shall be directly given for the right 
to compete. It is only necessary that 
the person entering the competition shall 
do something or give up some right. . . 
Nor does the benefit to the person offer- 
ing the prize need to be directly de- 
pendent upon the furnishing of a con- 
sideration. Advertising and the sales 
resulting thereby, based on a desire to 
get something for nothing, are amply 
sufficient as a motive.’ 

“In many cases newspapers offering 
prizes to subscribers accompanied by 
coupons or tickets entitling the holders 
to chances in drawings, have been uni- 
formly held to be lotteries, though the 
newspapers were worth all that was 
paid for them and sold at their normal, 
regular price. 

“ ‘Chance’ has been defined as ‘an ex- 
tra absence of all means of calculating 
results’ and applies to conditions over 
which the participant has no control. 
The distribution needs not be entirely 
based on chance to constitute an element 
of lottery, but need only be partly so 
to be a violation. Prizes awarded on 
the basis of effort expended have been 
held to be without the purview of this 
statute as such contests require con- 
certed effort on the part of the con- 
testant in winning the prize. An ex- 
ample of ‘effort’ is the securing sub- 
scriptions to a magazine, the person se- 
curing the most votes represented by 
subscriptions being the winner of the 
prize. 


A Test of the ‘‘Prize’’ 


é6 NE test of the ‘prize’ element is 
whether there is any inequality 
whatever in the prizes or the standing 
of the persons among whom they are to 
be distributed. Every participant in a 
scheme may receive a prize of value, but 
if such prizes be of unequal value, the 
scheme would still remain a lottery. 
“ ‘Endless chain’ enterprises designed 
for the sale of merchandise or other 
things of value through the circulation 
or distribution of ‘coupons,’ ‘tickets,’ 
‘certificates,’ ‘introductions’ and the like 
are held to embrace the elements of a 
(Continued on page 620) 
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Willys-Overland’s 
Record Year 


4D 


1928 has been the most successful year 
in Willys-Overland’s long history. 


Shipments of Whippet and Willys- 
Knight motor cars showed an increase 
of more than 85% over total shipments 


for 1927. 


This impressive increase becomes even 
more remarkable when compared with 
the record of the industry as a whole, 
which indicated a gain of approximately 
28% this year over last. 


Willys-Overland’s dramatic advance 
brings this Company to a new starting 
point for still higher achievement in 1929. 


Willys-Overland is ending its greatest 
year—and beginning a greater. 


rourss WHIPPET 
WILLYS-KNIGHT SIX 


WILLYS-OVERLAND, INC., TOLEDO, OHIO 
WILLYS-OVERLAND SALES CO., LTD., TORONTO, CAN. 
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Here Are Safe Incomes, Too, on Display 


Windows brilliantly lighted - - - - gay decorations 
» +» » enticing goods, temptingly arrayed to beguile 
the eyes of shoppers - - - - what would merchants 
do without the selling power of Electricity? 


The lights in the window produce a triple 
income— one to the merchant through the 
sale of his merchandise, another to the 
producer of the electric current, a third 
to investors who own the bonds of the 
Electric Power and Light Company. 


THOMPSON ROSS & CO. 


ESTABLISHED 1912 
INVESTMENT SECURITIES 
29 S. La Salle St. + Bank Floor 
CHICAGO 
NEW YORK Telephone Randolph 6380 
Copyright 1925, T.R. & Co. SAN FRANCISCO 


BOSTON 
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Farm Companies a New Venture 


By C. M. HARGER 


Efforts to Solve the Problem of the Foreclosed Farm Lead to 
Enterprises Offered to Investors and to Supervisors for Hundreds 
of Farmsteads. A Plan to Operate 10,000 Acres. Uncertainty 
of Yield and the Hazard of Weather in Machine Operation. 


UT of the conditions that have 
afflicted agriculture during the 
past seven years have come, 
particularly for the great farm 

states of the interior, new problems. 
These are both economic and social, but 
particularly the former, as they con- 
cern the holdings that have been for- 
feited because of debt or have been vol- 
untarily surrendered and have become 
an important factor in the rehabilitation 
of the producing country. 

Explanations are plenty for the situa- 
tion of the farmer. These range all the 
way from complaints of his extrava- 
gance to charges that the Federal Re- 
serve Board unduly .limited credit and 
that more borrowing should have been 
possible. But the fact remains that 
thousands of farmers found themselves 


burdened with debts, incurred in war’ 


times and under a high price level for 
products, which could not be liquidated 
when the market value of grains and 
livestock fell to distressing figures. 
Naturally the loaning agencies—the 
farm land banks, the joint stock land 
banks and the mortgage companies— 
found themselves with defaulted interest 
and principal uncollectible, making nec- 
essary some adjustment—usually the 
taking over of the property for the debt. 
Sometimes this was by legal foreclosure; 
sometimes the borrower merely aban- 
doned the land to his creditors. 


Strenuous Efforts 


UST how extensive was the transfer- 

ence of farms from the hands of 
owners to mortgagees and creditors is 
impossible of actual computation. Com- 
panies naturally are unwilling to dis- 
close how great are their holdings, fear- 
ing it might be a reflection on their 
management. A college economist who 
recently studied the matter says: 


“T have traveled back East and hunted 
out insurance companies, large bond and 
mortgage holders, investment houses 
financing agricultural loan companies, 
government officials and economists. I 
have discovered companies which have as 
many as a thousand or so farms each— 
even as many as 1500 or 1800 farms. I 
have found a considerable number with 
anywhere from 100 to 500 farms each, and 
then many which have only a handful or 
so of farms.” 


The Spokane Federal Land Bank in 
a statement recently said that from or- 
ganization to April 1, 1928, it had ac- 
quired or had in process of foreclosure 
2896 farms, of which it had resold 1079, 
having on hand 1817 pieces of land for 
which it is seeking buyers. South 


Dakota has some 3000 farms taken un- 
der foreclosure through its unfortunate 
state land bank operation. 

Strenuous efforts were made by some 
of the loaning agencies to meet the con- 
dition. In instances offers were made 
to farmers to sell the lands on a crop 
payment plan—a small or perhaps no 
payment down and the remainder to be 
met out of a percentage of the income 
from the crops. If no net income came 
from the crops, no payment was to be 
made. This did not appeal greatly, 
though some sales were accomplished. 


Prospectus Pleasing 


HEN there were so-called “farm 

companies.” These were advertised 
widely in the East, and a recent court 
investigation of one showed over $500,- 
000 invested by capitalists and institu- 
tions in the vicinity of Boston alone. Pre- 
sumably these companies were to pro- 
vide funds for legitimate loans to farm- 
ers, to local banks in the West for the 
benefit of farmers, also to take second 
mortgages on farms already mortgaged. 
In the proceedings against one such com- 
pany it was found that the money was 
used to take up mortgages that had been 
uncollectible, to take over lands that had 
been foreclosed, and otherwise replace 
worthless assets in the company’s vaults 
with real cash. These farm companies 
promised 6 per cent to investors, and 
their prospectus was most pleasing, but 
the fact that the assets became merely 
defaulted loans or lands under fore- 
closure made them most dubious invest- 
ments. 

This procedure, of course, was merely 
an attempt to get from under the in- 
creasing burden of defaults and un- 
saddle it upon trusting investors who 
had little chance for even a reasonable 
return on their money. 

Quite another undertaking is that go- 
ing on in an endeavor to handle and 
dispose of farms actually in the posses- 
sion of the loaning agencies of various 
sorts. 


Outcome Problematical 


N Oklahoma a number of loan com- 

panies have turned over their hold- 
ings of this sort to an agent, paying 
him, as an advertising fund or listing 
fee, a dollar an acre. He has some 
15.000 acres in the combined acreage. 
This land is to be sold under such con- 
ditions as are possible on long time 
payments, the companies to carry the 
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necessary loans. The operation of this 
plan has been under way only a few 
months, and the outcome is yet prob- 
lematical. Its success depends on the 
desire of the farmer to settle in Okla- 
homa and the ability of the settler to 
meet the conditions imposed. 

Similar combinations of holdings have 
been made in the Northwest, where thou- 
sands of acres have been placed under 
managers, with instructions to rent the 
lands and where possible find buyers, 
virtually making this a land sale sales 
department for the lands held by the 
companies. In some instances the com- 
panies with scattered holdings have ex- 
changed farms to obtain for each an 
acreage comparatively localized, and so 
make easier the management. It is evi- 
dent that a hundred farms, widely scat- 
tered over several states, become a seri- 
ous problem in management. Under the 
best of conditions the profitable opera- 
tion of a number of farms on which 
interest has defaulted is difficult, for by 
the very nature of events the condition 
of the property has materially deterio- 
cated during the later occupation of the 
owner and mortgagor. 


Based on Averages 


EWEST of the plans for taking over 
lands that either have come under 
foreclosure or which farmers are seek- 
ing to sell is the “wheat farming” com- 
pany. This has had its initiative in 
the wheat belt of Kansas, and the theory 
of its system is based on the average 
of twenty years of crop raising. The 
pioneer company of this type offers its 
stock in two classes—common, held most- 
ly.by the managers, and preferred pay- 
ing 7 per cent. The dividends are to be 
increased by any excess of earnings. 
The stock is marketed with payment 
above par, the surplus providing for 
operation. For instance, the first unit 
contemplates buying 5000 acres of wheat 
land as nearly contiguous as possible in 
western Kansas and southern Nebraska. 
For this, at $30 an acre, is needed $150,- 
000, and $30,000 is added for current 
needs. With the surplus are to be pur- 
chased tractors, plows, harrows, com- 
bines and other equipment, and hire a 
manager who is to confer with the State 
Agricultural College experts on meth- 
ods. Going back over the yields for 
two decades, it is found, say the pro- 
moters, that the net income is sufficient 
to pay 10 per cent on the investment, 
and it is reasonable to suppose that bet- 
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ter results can be obtained under scien- 
tific agriculture. 

The first unit of 1000 acres was sown 
to wheat this autumn. Other units are 
to be added, and eventually it is ex- 
pected that part of the soil may rest 
each year and a systematic rotation of 
cropping be followed. The plans call 
for 10,000 acres to be under plow next 
year if stock sales are sufficient. Into 
this pool is being taken many farms 
owned by eastern investors who have 
obtained them through foreclosure and 
have received no income since attaining 
ownership. A proposal to exchange the 
land at a moderate valuation for stock 
in the company, in the hope that eventu- 
ally it may become an income earner, 
is attractive, and the company thus se- 
cures properties that call for little ex- 
penditure of its funds. The contract 
provides that the salary list, outside the 
cost of actual field management, shall 
not be over fifty cents an acre annually, 
which is not excessive. 


Might Face a Deficit 


HEORETICALLY this system should 

by the saving in equipment, the elim- 
ination of the living of many families, 
and the special fitness of the tillage to 
conditions prove profitable—if farming 
of any kind can be profitable. Agricul- 
tural experts, however, point out that 
the handling of several score farms 
widely separated is a real problem. 
Much depends on the character of the 
manager and his ability to utilize every 
possible dollar in the planting and his 
judgment in marketing the crop success- 
fully. 

The wide variation in yields also pre- 
vents an even distribution of income. 
For instance, in the county where the 
first unit is being tried, the total yield 
of wheat was, in 1924, 4,477,360 bushels 
on 228,000 acres. But the previous year, 
on approximately ‘the same acreage, it 
was only 280,095 bushels, and the year 
following it was 715,025 bushels. One 
estate of 2000 acres, which in the good 
year produced nearly 60,000 bushels, in 
the poor year gave only 800 bushels. 
While in the long average this territory 
might fulfill the prospectus and give a 
yield that would return a profit, prices 
being favorable, there might come years 
when the investors would actually face 
a deficit. Creation of a surplus to meet 
untoward conditions would be necessary 
in order to maintain an equable return 
to the investors. 

If the plan succeeds in the next two 
years, it will be an incentive for great 
expansion of the wheat farming com- 
panies—particularly if there be evolved 
any method which will produce a sta- 
bilized market for that cereal returning 
a definite profit to the producer. At 
any rate, the experiment is interesting. 
It does not involve borrowing from either 
local banks or the Federal land banks 
or mortgage companies, though it is 
likely that such methods may follow. 
If there comes a wide expansion of the 
idea, promoters will be found who will 
see greater profits in more land and seek 
such possession through the medium of 


borrowed money—exactly as did the 
farmer in war times when profits rolled 
in from his acres. 


A Little Paint 


HE Mortgage Bankers Association, 

with some 500 firms as members, has 
been conducting a research through a 
committee to determine how best to man- 
age foreclosed farms. Its committee has 
laid down as a helpful procedure soil 
examination, expert farm management, 
crop rotation and repair of buildings to 
make them attractive as factors in se- 
curing purchasers for the farms. 

The result of such a system is given 
by a survey of a block of 100 farms of 
the first foreclosures of the deflation pe- 
riod given special study and treatment. 
The percentage of income for the fiscal 
year ending July 1, 1926, was 2.10 per 
cent; in the next year it was increased 
to 4.45 per cent. This betterment was 
charged to the establishment of direct 
management with periodic reports from 
expert rental supervisors and judicious 
expenditures in improvements to attract 
the better class of renters. A little 
paint here and there, a new portable hog 
or chicken house, a better fence, all cost- 
ing a few hundred dollars, brought 
about increased income, it states. 

Considering the droughts and floods in 
probably one-half the territory of five 
states in which the farms are located 
this is a gratifying outcome. Employ- 
ment of supervision is, of course, 
charged to the land owner, but the mort- 
gage company is advised that it is to its 
interest to keep in touch with the farm 
manager in order that the confidence of 
the investor may be retained. 

Of course, the ultimate result for 
which all these plans are established is 
to place the land back in the hands of 
owners, even though it may be with 
a mortgage thereon. The effort of the 
mortgage company, the investor, the 
life insurance company or whatever 
form the mortgagee takes, is to write 
the farm off the books and make it re- 
turn an interest income. 


Orphaned Farms 


N addition a land-buying movement is 

being inaugurated in some sections, 
particularly in Iowa, for the purpose of 
purchasing outright farms that can be 
obtained cheap from mortgages and 
from farmers and operating these under 
supervisors. Back of this is a faith that 
eventually farm land will increase in 
value and that not only can profits be 
made annually from crop-raising but 
that the increment in market prices will 
give a handsome profit. One such cor- 
poration called a “farms company” 
aims at a capitalization of $10,000,000 
to be invested in Iowa farms. 

Unquestionably the value of all farm 
land is depressed by the existence of 
thousands of farms held under fore- 
closure or by voluntary surrender of 
discouraged owners. While these are on 
the market there is difficulty in selling 
an individually owned farmstead at a 
price much above the low figure at which 
the orphaned farms are seeking buyers. 


Proposals for a huge land corporation to 
take over all the distressed farms, either 
unoccupied or rented, have been made, 
but the details are difficult to frame. 
The success of the Spokane land bank 
in selling over 1000 farms indicates 
that with proper effort progress may be 
made by the individual companies and 
banks and it is asserted that the de- 
mand for-farms is much improved over 
three years ago. Nevertheless the proc. 
ess is disappointingly slow because the 
farmer, seeing the difficulty of paying . 
out on his purchase and attracted by 
the high wages of the town, is reluctant 
to enter on long years of labor with a 
possibility of meager return. The boys 
of the farm family are unwilling to re- 
main on the farm as of old and the prob. 
lem of hired help is one that makes the 
farmer anxious. The pressure of in- 
creased costs upon the actual operation 
of the land is one that affects both indi- 
vidual and group management. To be 
sure, modern machinery has given added 
ability to the worker. Combines harvest 
wheat at half the cost of the old reaper 
and plowing by tractor is far less ex- 
pensive—under conditions that favor 
such tillage—than with the mule team. 


Hard to Find 


BU? costs still pile up. Power equip- 
ment is expensive and replacement is 
a constant drain on the producer. He 
must make liberal profits if he is to 
maintain his equipment in workable or- 
der. In the wheat harvest of the Middle 
West last summer the combine was 
counted on to save costs but over a large 
area a rainy season prevented the huge 
machines from entering fields during the 
very heart of the harvest season. As a 
result wheat was damaged in quality 
and a considerable portion of it lost en- 
tirely. One agricultural college econo- 
mist estimated that in Kansas alone the 
actual loss in bushels was 10 per cent; 
and that the deterioration in quality 
made a loss of at least 20 per cent in the 
possible return to the wheat grower. So 
even the improved machinery, most val- 
uable under favorable conditions, may 
prove a loss when there are climatic or 
other disturbances affecting the harvest. 

One outstanding fact is included in 
the problem of foreclosed lands—that 
farming is one thing and banking or man- 
aging a loaning agency is another. The 
banks and trust companies holding lands 
realize that the banker is seldom 
equipped to operate properties calling 
for well-informed management. The 
desire to turn over this task to compe- 
tent hands is natural and it also is 
necessary if the investor is to be pro- 
tected. Expert managers are hard to 
find. No class of farm supervisors has 
been developed but it is reasonable to 
expect that the need will produce the 
men. 

Some companies that have found ca- 
pable supervisors who can handle from 
100 to 500 farms and obtain from them 
at least a fair return, consider that they 
have solved the problem for the time. 
Eventually they hope to take the invest- 
ment off their books and in their place 

(Continued on page 596) 
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Seaman’s Bank for 
Savings 
74. Wall St. 
Benjamin Wistar Morris 
Architect 
N. 
Ceiling panels between 
beams finished in 
Nashkote Type A 
Acoustical Treatment. 


Excesszve noise is both expensive and useless 


The Johns-Manville Sound Control System 
is successfully used by many banks 


ERHAPS nowhere is the rattle of officema- rooms is relatively low, especially when done 


chinery, the noise of passing traffic, the sound 
of voices more annoying than in a banking 
room. Yet the design of most banks results in 
interiors which tend to be echoing and noisy. 
This noise disturbs patrons, and by its effect 
on nerves, tires the members of the staff. 

As a result of years of study and research 
Johns-Manville has developed the control of 
sound to a remarkable degfee of accuracy. 
Johns-Manville Acoustical engineers, after 
study of any banking room, can plan a treat- 
ment which will blot out excessive noise. 

The cost of controlling noise in banking 


at the time of building or redecorating. The 
expense is an investment. It insures the de- 
sirable atmosphere of quietness and dignity, 
and it permits employees to work with less 
disturbance and less probability of error. 

Thousands of offices throughout the country 
—including hundreds of banks—have installed 
this Office Quieting Treatment. The results 
everywhere are astonishingly successful. Our 
acoustical engineers welcome inquiries about 
sound control. For your convenience we have 
attached a coupon. 


AA AAA AA AAAS 


JOHNS-MANVILLE CORPORATION 
New York Chicago Cleveland San Francisco 
Branches in all large cities 
Canadian Johns-Manville Co., Ltd., Toronto 
i (Maii this coupon to branch nearest you) 
THE CONWNEN Please send us details about your Sound Control Treatment 
for banking rooms and offices. 


ohns-Manville 


SOUND CONTROL TREATMENT 


When writing to advertisers please mention the American Bankers Association Journal 
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PURE COPPER 


A bank vault door containing a plate of 
pure copper seven to ten inches thick is 
virtually impenetrable by acetylene torch 
attack. 


The remarkable resistance pure copper 
offers this form of attack is found in its 
high heat conductivity. The 
heat generated by the torch 
is quickly dissipated over a 
wide area. To successfully 
accomplish the burning of 
a heavy plate of pure copper 


effectively checks the cutting flame 


in a vault door would require so much 


heavy equipment and so much time, that 
such a door would be practically impreg- 
nable to the acetylene flame. 


Leading vault engineers who have long 

recognized the value of special steels to 
resist attack by drill and 
explosives are now ad- 
vocating the inclusion 
of a substantial plate 
of pure copper in order 
to resist torch attack. 


For further information address Sales Promotion Department, 
25 Broadway, New York. 


ANACONDA COPPER 


When writing to advertisers please mention the American Bankers Association Journal 
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Bank vaults must resist attack by drill and torch! 
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The Why of Christmas 
Savings Clubs 


BY WALTER E. ADAMES 


Annual Christmas Savings Clubs Are Becoming National Institu- 
tions. All Other Forms of Special Savings Far Surpassed. Record 
of nearly Two Decades Indicates Five Hundred Per Cent Growth. 
Mass Enthusiasm Chiefly Responsible for Continued Success. 


INETEEN years ago Merkel 
Landis, then treasurer of the 
Carlisle Trust Company, Car- 
lisle, Pa., tried out a plan, 
designated as a Christmas club, which 
contained the first new idea—that of 
the depositor making stipulated pay- 
ments weekly to a savings account— 
applied to savings banking since its in- 
stallation in the United States. 

The following year in the fall of 
1910 a bank in Harrisburg, Pa., an- 
nounced with extensive advertising that 
a Christmas club was ready to receive 
members. As a result people stormed 
the bank, overflowed the lobbies, and 
lined up in the street outside, desiring 
to be enrolled. When filled, the club 
numbered 16,000. 

From that day on, the Christmas club 
idea has been alternately praised, con- 
demned, sneered at as being based on 
an emotional appeal, and derided be- 
cause it commercialized Christmas; but. 
notwithstanding, it has moved forward 
until the estimate is made that this year 
asum in excess of $500,000,000 is being 
distributed by over 8,000 banks and 
other financial institutions, to possibly 
8,900,000 members, which is an esti- 
mated gain of 500 per cent over the 
distribution of 1920. 


Other Clubs Lag 


a witnessing the truly phe- 
nomenal growth of Christmas sav- 
ings clubs have made attempts to popu- 
larize other clubs, such as vacation, 
travel, tax, coal, college and many 
others. With few exceptions they have 
proved generally unsuccessful or have 
been confined within narrow limits. 
Replies by 500 banks to a recent inquiry 
indicate that 862, or 72 per cent had 
tried Christmas savings clubs and 307 
found them successful. Among the 500 
banks, the attempts to operate other 
clubs ranged from eighty-three in the 
case of vacation clubs and twenty-seven 
travel clubs to three coal clubs. All 
this indicates that Christmas clubs so 
far outdistance all other types as to 
put them in a class apart, and that the 
others as a national proposition are 
Practically negligible. The element of 
competition has not compelled banks to 
Install any clubs except Christmas sav- 
Ings clubs. 


What is the magic element common 
alike to urban and rural districts which 
has induced 29 per cent of the bankers 
of the United States, frequently at scant 
financial profit to their institutions, to 
install Christmas savings clubs, and 
which has induced almost 7 per cent of 
the total population of the United 
States to become members? The answer 
must be found in psychology. Christ- 
mas is the most generally celebrated day 
in all America. The habit of féasting 
and gift giving had been established 
long before the advent of the Christmas 
clubs. The so-called commercializing of 
the spirit of good will at Christmas time 
was not caused so much by purveyors 
of goods as by the seeking of articles 
generally by people to express the good 
will which they desire to bestow as a 
result of the spirit prevalent at the 
Christmas period. 


Saving to Spend 


UCH a mass movement is bound to 

engulf others. Many of the great 
throng naturally expect the stores to 
furnish both the suggestion which they 
themselves lack and opportunity to fol- 
low it. 

To make more nearly universal in 
America the paeans of rejoicing and the 
giving of gifts at the Christmas season, 
there is near this period the annual ob- 
servance of Chanuka by the Jews, which 
is their chief post biblical festival, called 
by the Greek Jews the feast of lights, 
held for eight days in memory of the 
restoration of the temple service during 
the time of the Maccabeans, 164 B. C. 

Outside of the objections to the 
Christmas clubs on the score of their 
frequent lack of profit to the bank, the 
most pertinent criticism is the objection 
leveled against anything which en- 
courages “saving to spend”. Christmas 
clubs do urge saving for spending, and 
this is contrary to the accepted prin- 
ciple of savings banking; however, they 
have popularized an obligation to de- 
posit savings funds weekly in a bank. 
The history of savings accounts general- 
ly reveals no such activity, and, deposits 
rarely so frequent as once per week. 

Since the Christmas clubs are ap- 
parently here to stay, it would seem 
to be the part of wisdom to study them 
with the purpose of making them con- 
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tribute both to the prosperity of the 
bank and of the depositor. There is a 
chance, also, that.the “saving to spend” 
sounds worse than it really is, since the 
amount of club money used for re- 
deposit and for really necessary expen- 
diture accounts for the major part of the 
club deposit. 

From the standpoint of pure logic 
there is no reason why a birthday club 
should not have a comparable popularity 
except for the fact that birthdays do not 
all come at one time, therefore it is not 
possible to secure mass enthusiasm. 

Since most persons pay taxes, why 
could not tax clubs be made popular? 
There is ordinarily not much enthusiasm 
about paying taxes. Moreover, all the 
taxes do not become payable at the same 
time. Furthermore as to the limits 
within which payment of taxes may be 
made, there is usually considerable lee- 
way—a month or more. If there were 
enthusiasm in the paying of taxes, clubs 
would operate with difficulty by reason 
of the various times at which taxes be- 
come due and payable. Similar difficul- 
ties apply to other clubs. 


Pay Day Influence 


EALIZING that mass enthusiasm 
makes the so-called Christmas sav- 
ings clubs popular, what are some of 
the contributing factors which make the 
clubs successful? In some respects the 
success is due to the changed practices 
developed by the factory or industrial 
system. The Christmas savings clubs 
set up a standardized plan which ap- 
peals to people whose income varies 
slightly or not at all in amount each 
pay day. Years ago a majority of the 
people in the United States did not re- 
ceive their wages at a definite date— 
weekly or bi-weekly—as today, but when 
the job was finished; when the crop was 
harvested and sold; or when the ship 
returned to port. 

The Christmas clubs supply each one 
of their customers with a lump sum of 
money, the size of which is known to 
the customer when he enrolls as a mem- 
ber of the club. The plan announced 
by the club is easily understood and can 
be readily utilized by practical people. 
It calls to habit and emotion, which are 
among the strongest forces in life. Its 

(Continued on page 594) 


The Amazing Growth of Life 


Insurance Trust Business 


By THOMAS C. HENNINGS 


Vice-President, The Mercantile Trust Company, St. Louis 


Five-Year Record of Insurance Trusteed Shows Enormous Gain. 
Insurance Trust Looms as Fastest Growing Form of Fiduciary 


Service. 


Estimated that Three Quarters of a Billion Dollars 


Now Covered by Trust Agreements. Bigger Business in Sight. 


ITH the modern tendency of 
men of means in the United 
States to bequeath income in- 
stead of round sums to their 


heirs, a most impressive growth is be- 
ing experienced by trust companies and 
banks in their life insurance trust busi- 
ness. 

A national survey recently completed 
by the Committee on Insurance Trusts 
of the American Bankers Association— 
the first to be made—indicates that more 
than $750,000,000 in life insurance is 
now covered by trust agreements. With 
the growing popularity of this form of 
trust service in all parts of the country, 
it is estimated that a billion dollars in 
life insurance proceeds will be protected 
by trust agreements by the end of 1928. 

While the idea of leaving insurance 
in trust is not new, within the past seven 
years the insurance trust movement has 
fast gathered force, and the number of 
institutions serving in the capacity of 
trustee has increased to several hun- 
dred. The survey reveals that at least 
seventy-one trust companies and banks 
during 1927 were named to act as trustee 
under life insurance trust agreements, 
aggregating a million dollars or more. 


The Oldest Trust 


has recently come to light in 
Philadelphia a record of what ap- 
pears to be one of the oldest, if not the 


oldest, life insurance trust. It is a very 
clean-cut document, covering less than 
a page and a half of ordinary foolscap 
paper and is dated June 16, 1869. It 
provides that the proceeds of a policy 
shall be paid to the Girard Trust Com- 
pany, the fund to be invested and the 
income paid to the maker’s children and 
the survivor of them. While this trust 
was drawn more than seventy years ago, 
it is still in operation. For that reason 
the company does not feel at liberty to 
make public the details of this historic 
document. 

Prior to the accidental discovery of 
this old trust deed, it was thought that 
the first insurance trust deed was writ- 
ten by the old Provident Life & Trust 
Company—now the Provident Trust 
Company of Philadelphia. Drawn many 
years before the advent of the type- 
writer, this instrument was executed in 


Unexplored Fields 


REPORTING an 856 per 

cent increase in the in- 
surance trust business in 
half a decade, Mr. Hen- 
nings brings out the fact 
that despite the startling 
gains already made there 
is a vast field of potential 
business as yet unexplored 
both in the smaller centers 
and in the metropolitan 
districts. His investigations 
have uncovered one of the 
things banks are most per- 
sistently seeking—new and 
profitable business. It is 
evident that some banks 
have made this discovery 
and 


1877. Robert Eastburn assigned a $650 
insurance policy to this old Philadelphia 
institution, directed that it invest the 
principal and pay “the income and 
profits thereof” to his wife during her 
lifetime and, upon her death, turn over 
the principal to his daughter. There are 
other old instruments to be found in 
the files of some of our long-established 
trust companies, but it is only within 
the past few years that the protection 
of life insurance proceeds and the en- 
hancing of the value of estates by such 
a means has gained widespread popu- 
larity. 


Fortunate Developments 


7. events of 1928 are expected to 
add to the volume of insurance trusts. 

Recognition of the protection that a 
trust agreement can bring to the Ameri- 
can family when adapted to life insur- 
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ance policies was given at the last ses 
sion of Congress. The World War Vet 
erans’ Insurance Act was amended s. 
that any veteran holding a converted 
government insurance policy may now 
name a trust company or a bank as the 
beneficiary and direct it under a suit- 
able trust agreement to invest’ the pro- 
ceeds of the policy and pay o * the in. 
terest or principal as desir: 1 by the 
policy holder. 

A recent report from the Veterans 
Bureau shows that there wee 680,359 
policies aggregating $3,226. '00,000 in 
converted government insurance in force 
on April 1, 1928, and this action brings 
this considerable amount of! insurance 
within the scope of trust agreements. 


America Under-Insured 


NOTHER development ; as given im- 
petus to this moveme t. The late 
Rodman Wanamaker car? d $7,500,000 
in life insurance and w . reputed to 
have been the most heavi’  nsured indi- 
vidual in the United Ste ». When his 
will was probated, it v .s found that 
he had created an insura:ce trust cover- 
ing the proceeds of these policies and 
had named a Philadelphia trust company 
to administer it for the benefit of his 
heirs. His foresight in taking this step, 
to make sure this part of his estate 
would be conserved, is an instance of 
wise planning that has encouraged men 
of moderate means as well as those of 
wealth to follow his ex 

Despite the fact tha here is a vast 
amount of insurance i* force, it is read- 
ily apparent to the t1ust officers of this 
country that the American people are 
greatly under-insured, and there is still 
a great need for them to take out ade- 
quate insurance to replace their earn- 
ing power and to accomplish many other 
purposes. 

While there is no complete list avail- 
able of Americans whose lives are in- 
sured for $1,000,000 or more, one of the 
insurance magazines last year published 
a list of 247 prominent persons who 
own life insurance policies aggregating 
$1,000,000 or more in the United States 
and Canada. Many thousands of Amer!- 
cans have their lives insured for a lesser 
but still a very substantial sum. 

(Continued on page 603) 
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“THE NEW WAY TO NET PROFITS” 


by FRED W. 


SHIBLEY 


Vice-President, Bankers Trust Co., New York 


Necessity has developed a new 
way to net profits. 

Abnormal expansion of pro- 
ductive capacity during and fol- 
lowing the war brought business 
face to face with a buyers’ 
market. 

Production ceased to be a 
dominating problem of manage- 
ment. What and how much the 
cuyer wanted became the vital 
(aestion. 

), The business leaders who had 

thé foresight to meet the new 
c nditions, prospered. Those 
who ignored them found their 
dit.iculties multiplying. 

.yred W. Shibley, Vice-Presi- 
der’ *of Bankers Trust Company, 
Ne.« York, with twenty years 
of Nerience in industrial man- 
agen ont, was among those men 
who first foresaw the need for 


Fred W. Shibley, Vice-President 
of Bankers Trust Company of 
New York, has for years made 
an intensive study of the factors 
in management that affect the 
net profits of many different types 
of businesses. 

He has played an important 
part in the successful develop- 
ment of small and medium-size 
companies as well as large and 
internationally known 


HARPER & BROTHERS 


When writing to advertisers please mention the 


corporations. 
His success in turning red figures into 
black and in laying a firm foundation for the 


THE NEW 
TONES 


MARKET STUDY— 


As the foundation for and first step . 


in profitable operation. 


MERCHANDISING— 
Based on facts developed through 
market research rather than opinion. 


DISTRIBUTION— 
Facing and solving the difficulties 
caused by the changes constantly 
occurring in marketing channels. 


SALES FORECASTS— 
How to establish a sales forecast 
with reasonable accuracy and use it in 
planning and controlling production. 


BUDGETS— 
Worked out on a common-sense basis 
as ameans of controlling operations 
and establishing profits. 


MANAGEMENT— 
Operations based on a definitely 
defined corporate policy—the es- 
sential motive power for making 
planning profitable. 


ANALYTICAL RESEARCH— 
Its development into an essential 
and elemental function of modern 
business. 


FRED W. SHIBLEY 
Vice-President 
Bankers Trust Co 
New York 


PUBLISHERS 


basic changes in methods. 

The sales forecast became the 
cornerstone of a budgeted sys- 
tem which has contributed 
largely to the phenomenal suc- 
cess of some of the most im- 
portant companies during the 
last six years. 

The plan does not belong to 
any one man. It evolved nat- 
urally under the guidance of a 
few pioneer minds, of which Mr. 
Shibley’s was one. 

The demand for information 
on the subject was so great that 
he determined to compile the 
results of ten years experience 
in this particular field to bring 
the principles of the plan before 
as great a number of business 
men as possible. ““The New Way 
to Net Profits” is the result. 

$3.00 


future expansion of earnings has 
been outstanding. 

This book contains conclusions 
of his mature thinking and is 
based not only on his own long 
experience, but also upon the 
accomplishments of others who 
have employed the same basic 
plans. 

It is written from the view- 
point of the business man and a 


banker,—alive to the necessity for applyi ing 
scientific procedure to business planning if 
net profits are to result. 
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POWER 


on the Farm! 


Mechanical Power — It Has Already Done 
Wonders in Agriculture. The Future 
Will See Far Greater Things! 


HE National City Bank of New York, one of the great 
banks of the country, in commenting on the tremendous 
changes that have been wrought in farm methods, goes on 
to say: 
“There is reason to believe that the real significance is in 
the change from horse-power to motor-power. The first use 
of the tractor was simply as a substitute for horses, draw- 
ing the same type of farm machinery, but now all farm 
machinery is being adapted to tractor power, with the result 
that the capacity of man-power is greatly increased.” 


The greatest change since the invention of the reaper has 
been brought about by the tractor. Nearly a million tractors 
are now working in the land, speeding up operations and 
cutting the costs of production. The up-and-coming farmer 
has it in his hands to combine reliable power and reliable 
farm equipment to his own profitable advantage, and in the 
best interests of the community. National and state depart- 
ments of agriculture, agricultural schools, the far-seeing 
banks, and all other agencies interested in the advance of 
agriculture, are strongly sponsoring the new age of power. 


INTERNATIONAL HARVESTER CoMPANY 


606 So. Michigan Ave. OF AMERICA Chicago, Ill. 


(Incorporated) 


cCORMICK- 


Above: The McCormick-Deering 
15-30 and feed grinder. Fall and 


winter is the season of belt power. 


ES 


McCormick-Deering trac- 
tors are made by the makers 
of farm equipment for every 
season and for every crop. 
Their great success is due to 
a very special advantage— 
they are designed and built 
to work with field and belt 
machines. McCormick- 
Deering machines and 
McCormick-Deering trac- 
tors belong to each other. 
Neither is complete by itself 
—together they build agri- 
cultural wealth. 


ES 


Below: The all-purpose Farmall 
operating a McCormick- 
Deering corn picker. 
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Making Wills Work 


By W. H. A. JOHNSON 


Trust Department, Continental National Bank and Trust Company, Chicago 


Best Interests of Estates Demand Ample Powers for Trustees. 
Trust Officers Can Suggest Provisions in Instruments Banks 


Are to Administer Which Will Enable Use of Discretion When 


INS of commission are sometimes 
greater than sins of omission. 
An executor or trustee at times 
has found himself as much handi- 

capped by directions and limitations con- 

tained in a will as he has found himself 
embarrassed in administration by mat- 
ters that were left out. 

It is not the place of the trust officer 
to draft wills or trust agreements. The 
suggestions herein made are for the pur- 
pose of enabling the trust officer to crit- 
icise instruments that may be submitted 
to him and on which his bank is ex- 
pected to act. As a person who should 
be skilled in a particular branch of the 
law, he should be able to offer sugges- 
tions to those whose knowledge of 
probate and trust law is general rather 
than specific. 

These suggestions have to be very 
general. It is possible that some of 
them will be at variance with local prac- 
tice. It is not the purpose here to enter 
into controversy, but merely to suggest 
what should and what should not be 
inserted in trust documents as a result 
of the experience of trust officers in 
sundry places. 


Aid the Executor 


DMINISTRATION under wills may 
be of two classes, namely, the 
probate and the trust period. Sugges- 
tions have therefore been grouped under 
two heads; first, those which aid the 
executor during the probate period, and 
secondly those that assist the trustee 
when the estate is delivered over by the 
executor. 

Where a testator is engaged in an un- 
incorporated business as a sole pro- 
prietor, the executor should be au- 
thorized to continue the business until 
a purchaser can be found. In general, 
an executor is without authority to con- 
tinue a business, his duty being to close 
it up, but if it should be continued for 
the interest of the estate, the executor 
is personally liable for losses which may 
be sustained. A better price can be 
obtained for a going business than from 
the sale of a trade name, fixtures and 
stock in trade in the event an executor 
is unwilling to take the risk and has 
discontinued the business as of the time 
of death of the testator. The interests 
of the estate can best be served by 
continuing the business until it can be 
disposed of in a favorable market. 


Therefore, the executor should be given 


Necessary and Prevent Loss from Strict Legal Restrictions. 


WE q 


Swap 


Time’s Forelock 


trust officer has 

seen what happens when 
a rigid trust instrument 
runs into unforeseen cir- 
cumstances. Here are some 


suggestions for taking time 
by the forelock and meet- 
ing difficulties before they 


arise, through the delega- 
tion of discretionary pow- 
ers to banks which will 
permit them to administer 
estates in the light of 
changing conditions as they 
affect property over a per- 
tod of years. 


authority to continue the business for a 
reasonable time at the risk of the estate. 


Executors Borrowed 


M48 Y estates are found to be prop- 
erty poor, that is the assets have 
a value but consist of real estate, stock 
of closely held corporations or in- 
tangibles that are not readily market- 
able. Generally, the executor is without 
authority to borrow money. In order to 
pay expenses of administration, claims 
and taxes of various kinds, the executor 
is embarrassed to find a way to dispose 
of assets to meet these demands. In the 
absence of statutory authority, a clause 
enabling the executor to borrow money 
and to pledge assets of the estate will 
benefit the estate and aid the executor. 
This problem is well illustrated in the 
estate of Henry Huntington, of Cali- 
fornia. The executors have borrowed 
$9,500,000 by the issue of five-year 6 
per cent notes. The estate was ap- 
praised at $40,000,000. The Federal and 
state death duties exceeded $7,000,000, 
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and at the time of death the decedent 
owed several million dollars represented 
by notes. 

Part of the estate was in marketable 
securities, part was stocks of wholly 
owned corporations and part was lands 
for which there was no active market. 
Had the readily marketable securities 
been disposed of the estate would have 
been left with inactive stocks and real 
estate. The burden of carrying these 
assets might be greater than the income 
therefrom and disposition would have 
to be made to the disadvantage of the 
estate. In this case the executor had 
statutory authority to borrow money. 

The general rule is that the executor 
shall deduct from a legacy the amount 
of the inheritance tax assessed against 
the legatee. The testator may desire 
that the legatee receive the legacy un- 
diminished by the amount of the tax. 
If he were aware of its diminution by 
reason of the deduction, he might pro- 
vide that the inheritance taxes be paid 
from the corpus of the estate and that 
the legacy be paid in full to the legatee. 
On the other hand, it may be that he 
desires the legatee to bear the burden 
of taxation. In either case a clause 
should be inserted directing the executor 
to pay the legacies in full or to deduct 
the amount thereof from the legacy. 
The executor then could carry out the 
exact intention of the testator and 
justify itself to the remaindermen or 
to the legatees by citing the direction 
contained in the will in this regard. 


Power to Sell 


1 the course of probate, it may be 
advantageous to the estate and to 
the beneficiaries to sell securities or 
other property in a favorable market. 
Generally, an executor cannot sell se- 
curities without an order of court, and 
real estate can only be sold for the pay- 
ment of debts after an involved proceed- 
ing. To enable the executor to take 
advantage of a favorable situation, a 
discretional general power to sell assets, 
either real or personal, should be given. 

Household goods are often a source of 
trouble and a matter of contention be- 
tween heirs or legatees. The furnish- 
ings may have been presented to the 
wife, or she may be the owner thereof 
by gift. If there is not a definite state- 
ment as to the ownership, it is prima 
facie assumed that the furnishings be- 
longed to a deceased husband. If there 


| 

f\ 

| 
| | 


580 


is not harmony among the heirs, the 
question as to the ownership of the 
chattels will arise to plague the executor 
and the inheritance tax authorities will 
require proof to show why they should 
not be included as part of the taxable 
estate. If the household goods have 
been given to the wife by her husband, 
he should execute a bill of sale or a 
declaration of gift; if they have come 
to the wife from other sources, the 
husband and wife should execute a de- 
claration stating the facts. Where such 
chattels are the property of the de- 
cedent, the appraised value and the sale 
price as second hand furniture are com- 
paratively small, whereas the replace- 
ment value is large. The annoyance of 
dealing with this property and offering 
it at an auction sale can be avoided by 
bequeathing the household goods to the 
widow. 


Excess Taxes 


HERE heirlooms or items of senti- 

mental value are owned, it is well 
to bequeath specifically such articles 
rather than to provide that they are to 
be divided ratably among relatives. If 
discretion is to be used in the division, 
it is well to confer that discretion upon 
an individual rather than upon a corpo- 
rate executor. 

The inheritance tax laws of most of 
the states contain a provision that where 
a testamentary trust is created the in- 
heritance tax would be assessed on the 
remotest possible contingency under the 
terms of the trust so as to yield the 
greatest tax. For example, an estate in 
trust for A, a son of decedent, and on 
his death to B, a grandson, outright, or 
if B do not survive to the nephews and 
nieces of the testator. By application 
of the rule mentioned, the tax would be 
assessed against the life estate of A 
and the residue would be assessed 
against one niece or nephew. In this 
instance the total tax was $6,142.59. 
Had the trust been for the benefit of 
B for life and then to the grandson, the 
total tax would have been $1,110.54, or 
a difference of over $5,000. While 
under the law of the jurisdiction where 
the tax was assessed, if B is the eventual 
taker the tax could be reassessed and 
the overage recovered. The estate is 
out $5,000 for a period of years on 
which it will receive interest at 3 per 
cent when the refund is made, but the 
trustee would have undoubtedly invested 
this amount to bring from 5 to 6 per 
cent if it were in the trust fund. In 
this case the additional tax did not 
prove an embarrassment. Had the 
estate been very large, the excess tax 
might have necessitated the sacrifice of 
assets to pay the tax. 


Charity Exemptions 


AN increased tax may be assessed 
under this provision of the law by 
careless use of words having a technical 
meaning, for instance, a trust was 
created for the benefit of the widow 
during her lifetime, and then for the 
benefit of daughters. The daughters 
had a power of appointment. If they 
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failed to exercise the power of appoint- 
ment, the estate was to be distributed 
to their “heirs.” Doubtless the drafts- 
man intended the estate to go to the 
“children” of the daughters and assumed 
that in using the word “heirs” he was 
designating the children. The tax au- 
thorities claimed that the “remotest pos- 
sible chance” theory applied, and that 
the word “heirs” did not mean children, 
but that the daughters might die with- 
out issue and without having exercised 
the power of appointment and the trust 
estate would be distributed to collateral 
relatives. A tax was assessed on this 
theory. 

In touching on language which may 
minimize taxes, there is one other thing 
which might be considered. Under the 
inheritance tax laws of most states, gifts 
to charities are exempt from taxation, 
but in order to enjoy the exemption the 
charity must be incorporated in the 
state of domicile of the testator. If the 
charity is a foreign corporation the 
exemption does not apply and the be- 
quest is taxed as to a stranger in blood, 
with a very small exemption and a very 
high rate of tax. This often results in 
the charity receiving a very small por- 
tion of the bequest to it. Where testa- 
tors are giving substantial sums to 
charitable enterprises, the exemption 
status of the charity should be carefully 
considered and the testator fully ad- 
vised as to the effect of the tax. 

There is no reason why a trust officer 
should not use his knowledge to mini- 
mize inheritance taxes. Minimization 
does not mean that one should devise 
means to evade taxation, but one may 
legitimately use means to reduce tax 
payments. The United States Supreme 
Court has held that while a particular 
procedure may deprive the government 
of duties it might reasonably expect to 
receive, such a practice is not open to 
the charge of fraud. 


A Mess of Pottage 


that the period of ad- 
ministration is past and that the 
trustee is about to take up the burden 
of the estate, the administration of the 
trust estate may be embarrassing to the 
trustee because it has either been given 
very limited powers or because it has 
been hedged about with prohibitions and 
limitations. Aside from possible limita- 
tions on investments, the trustee should 
be given the widest discretion in the 
management of the estate, the sale of 
its assets and the manner of distribution 
to the remaindermen. 

The purpose of many trusts is to 
keep a beneficiary from trading his 
birthright for a mess of pottage. An 
improvident beneficiary may mortgage 
his income or the principal that he is 
to eventually receive, or it will be sub- 
ject to garnishment by creditors. Un- 
less a trust document contains a spend- 
thrift clause, the trustee can do nothing 
to curb the wanton cestui que trust. 
This clause, in effect, provides that the 
beneficiary cannot assign, encumber or 
anticipate his income, and that the 
trustee shall pay it only to him on his 
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personal receipt. The legality of such 
a provision has generally been upheld 
by the courts. In a few states, statutes 
regulate the amount that can be thus 
protected. Whether limited or un- 
limited in application, the spendthrift 
clause is desirable. 


Resort to Chancery 


N the management of the estate, the 

trustee should be given a wide lati- 
tude and should not be prohibited in 
leasing or selling real estate or in the 
sale of other assets. The trustor may 
indicate his desire that the trustee re. 
tain certain assets, or in the case of 
real estate to not lease it for too long 
a period. Rigid limitations can usually 
be overcome by a resort to chancery, but 
the expense and delay may be either pro- 
hibitive or the opportunity will pass 
while the application is pending. 

An illustration of the effect of the ty- 
ing of the hands of the trustee can be 
given from cases before a court. In one 
case the testator was the owner of 
downtown property which was improved 
with a building used for hotel purposes. 
He directed that the trustee might not 
lease this property for periods longer 
than ten years each. In the course of 
time the building in which the hotel was 
conducted became obsolete; the estate 
was without funds to improve it and re- 
sponsible hotel people could not be found 
who would be willing to erect a building 
under a ten-year lease. Resort was had 
to equity and the relief sought was 
granted. 

In another case, the owner of prop- 
erty on the edge of a small but growing 
industrial community left the life use of 
his farm to his children with remainder 
to his grandchildren. The productivity 
of the farm had never been great and 
as years went on became less and less. 
Buildings fell into decay and could not 
be insured, nor could the farm be rented 
for enough to pay the taxes. The city 
had grown toward this property and it 
was worth a great deal more as a subdi- 
vision than it was as a farm. Again re- 
lief was sought in equity and granted. 

Had the testators in these cases had 
confidence in the trustee, they would 
have granted the power to use discre- 
tion, not attempting to control its action. 
Of what value is a trustee if it is to be 
in fact a mere agent? 


Record Resources 


ATIONAL bank resources disclosed 

the record-breaking total of $28,- 
925,480,000 as a result of the October 
8 call for condition. This was an increase 
of $1,711,656,000 since Oct. 10, 1927, 
the date of the corresponding call last 
year. 

Not only was the total of resources 
reported the greatest in the history of 
the national banking system, but the 
increase over the twelve months’ period 
was one of the largest ever recorded. 
Loans and discounts on Oct. 3 amounted 
to $15,116,869,000, an increase for the 
year of $749,943,000. 
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EKeonomie Reports 


American Appraisals are fre- 
quently made to include 
economic reports setting forth 
not only the cost of reproduc- 
tion and sound value of the 
physical property, but a com- 
plete survey of the business 
from every angle which will 
reveal the economic value 


of the enterprise as a whole. 


THE 
AMERIGAN APPRAISAL 


GOMPANY 


Atlanta Cincinnati Kansas City New York St. Louis 
Baltimore Cleveland Los Angeles Philadelphia Syracuse 
Boston Dallas Milwaukee Pittsburgh Tulsa 
Buffalo Detroit Minneapolis San Francisco Washington 


Chicago Indianapolis New Orleans Seattle Berlin, Germany 


A NATIONAL ORGANIZATION 


When writing to advertisers please mention the American Bankers Association Journal 
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Modern Banking 


Practice 
demanded this change 


Modern banking practice has been forced to tolerate until now 
the weaknesses of pen and ink entries on pass-book and ledger 
card. Today the demand for accurate, unchangeable ma- 
chine-made entries has been met. 


No longer must a bank face the constant danger of a lost or 
withheld deposit ticket, a changed or illegible pass-book or 
wrong posting. 


National Posting Machines for banks. have made that con- 
dition a thing of the past. Three printed records of every 
deposit or withdrawal, all made at one operation, guarantee 
that the depositor’s record and the bank’s are exactly the 
same. And in the hundreds of banks where this system is 
used, the demands of modern banking have been met. 


The National Posting Machine 


FOR BANKS 
Product of The National Cash Register Company, Dayton, Ohio 


When writing to advertisers please mention the American Bankers Association Journal 
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The Condition of Business 


Year Closes with New Records Assured in Steel, Automobiles and 
Building. Corporation Profits 10 Per Cent Ahead of 1927. In- 
terest Rates High. Little Relief Expected Until January. Stock- 
Bond Market Neglected. 


market Amazes Old-time Brokers. 


ANKERS who are now casting 

up the financial statement for 

American business in 1928 find 

the preliminary figures gratify- 
ing indeed. Fundamental conditions in 
industry, trade and employment are 
sound. An auspicious beginning is set 
for the new year, despite the action of 
the stock markets which have been bid 
up out of proportion to business pros- 
pects. 

Corporation profits in 1928 will aggre- 
gate about 10 per cent larger than last 
year and will even surpass the record 
earnings of 1926. Four out of every five 
industrial groups show gains. Public 
utility earnings continue to forge ahead, 
and recent improvement in railroad traf- 
fic brings earnings of the carriers for 
the full year above 1927, though slightly 
below 1926. American prosperity is more 
than a “myth.” 

Manufacturing activity is maintained 
at a high level and numerous new rec- 
ords in production are assured. The tri- 
umvirate of steel, automobiles and build- 
ing look forward to another successful 
year. Labor employment is full and pay- 
rolls high. Textiles are looking up. Re- 
tail trade, hampered by warm autumn 
weather, is now reporting large sales 
of cold weather goods and holiday trade 
is in full swing, with the usual breaking 
of previous records expected. 

Firmness in money rates for Decem- 
ber and the year-end began somewhat 
early, due to the unprecedented expan- 
sion in brokerage loans, which made 
necessary a revision of the money out- 
look for the closing weeks of 1928. Little 
relief is to be expected until after Jan. 
1. Compared with December a year ago, 
present interest rates make a striking 
contrast, but bankers might do well to 
explain away a popular misconception 
on the part of the public, namely, that 
regular customers are charged as much 
as the call rate for day-to-day loans. 
Despite this disproportionate absorp- 
tion of credit by secured loans, the bank- 
ing situation remains strong and the 
Federal Reserve banks have by no means 
lost their control over the money mar- 
ket. 

As regards the nation-wide specula- 
tion on the stock exchanges, “6,000,000- 
share days,” fortunes made over night, 
etc., conservative bankers and brokers 
alike have raised margin requirements 
and repeated warnings against excesses. 
Bonds are not particularly popular, but 
the market displays a better tone never- 
theless, and new offerings are again ap- 
pearing in numbers despite the higher 
yields needed to attract investors. Vol- 


ume of new underwritings in the full 
year 1928 will fall approximately 25 per 
cent below 1927. 


Corporation Profits 10 Per 
Cent Ahead of 1927 


| Sap month we presented a tabulation 
of earnings of the industrial corpo- 
rations that had published to date their 
reports for the nine months ended Sept. 
30. Since that time a large number of 
additional reports have been issued and 
we are presenting below a similar table 
brought down to date, including 219 in- 
dustrial and merchandising organiza- 
tions, 185 railroads and ninety-six pub- 
lic utilities, making a grand total of 500 
leading corporations. Figures represent 
net profits (000s omitted) after all 
charges, available for dividends or to 
carry to surplus. 


Summary of Corporation Earnings 
Nine Months—000’s Omitted 


Per Cent 

1928 Change 
$17,403 
320,528 


Num- 

ber Industry 
Amusements 
Automobiles 
Auto Accessories... 
Building Materials. 
Chemicals 
Coal Mining 
Copper Mining.... 
Electrical 
Flour and Baking.. 
Food Prod 
Iron and Steel 
Leather 
Lumber and Furni- 


1927 
$14,342 


Machinery 

Merchandise 

Nonferrous 
(Exc. copper).... 

Office and Household 
Equipment 

Paper and Products 

Petroleum 

Printing 

Railroad Equipment 

Textiles 

Tobacco 

Miscellaneous 


he 


7,940 
36,011 


+ +¢4+1 
BRR 


Manufacturing and 
Trading 

Railroads 

Public Utilities.... 

American Tel. 


858,203 1,022,564 
809,959 819,855 
560,766 618,458 


+ +++ 
a 


96,061 104,315 
500 Total ............. 2,324,989 2,565,192 


A Gain of 19 Per Cent 


UCH a broad table gives an interest- 

ing cross-section of American busi- 
ness, made up from the reports of 500 
leading corporations classified by major 
groups. It will be observed that nineteen 
out of the twenty-four industrial groups 
show an increase in 1928 over 1927 and 
that combined earnings this year amount- 
ed to approximately $1,022,000,000, com- 
pared with $858,000,000 last year, a gain 
of 19 per cent. Railroads in the nine 


583 


months’ period, including the 185 Class 
I lines, increased net earnings from 
$809,000,000 to $819,000,000, a gain of 
1.2 per cent. November car loadings are 
well ahead of last year and December is 
expected to witness a continuation of 
heavy traffic, so that the full twelve 
months showing should be possibly 5 
per cent better than last year. Public 
utilities, based on reports of ninety-five 
leading systems, increased their net in- 
come from $560,000,000 in 1927 to $618,- 
000,000 in 1928, a gain of 10 per cent. 
This does not include the American Tel- 
ephone & Telegraph Company, whose 
net profit increased from $96,000,000 to 
$104,000,000, a gain of 8 per cent. 

In this study of profits the correspond- 
ing figures for 1926 were also tabulated 
for comparative purposes, particularly 
since 1926 was the record year. It is 
significant to state that although 1927 
profits slumped appreciably under 1926, 
the 1928 figures show not only a recov- 
ery but are actually ahead of 1926, by 6 
per cent. Industrial and trading corpo- 
rations are 11 per cent better, public 
utility systems are up 20 per cent, and 
the telephone and telegraph monopoly 
up 22 per cent, although the railroads 
failed by 8 per cent to equal the record 
1926 year. 

As has been repeatedly pointed out 
in these columns, railroads are continu- 
ally losing passenger traffic to the auto- 
mobiles and good roads and losing 
freight traffic to motor trucks, and it 
might be added that they are destined 
to lose a great amount of revenue for 
carrying mail and express to the air- 
planes, unless they develop air lines of 
their own. At the same time the rail- 
roads are continually acceding to the 
demands of labor groups for higher 
wages, which they expect to pass on to 
the public, but their outlook is not par- 
ticularly optimistic and there is a feel- 
ing in railroad investment circles that 
with further wage increases and rate 
decreases they will find themselves 
eventually in the unenviable position of 
the traction companies. Mergers would 
doubtless help, if the railroad owners 
and the Interstate Commerce Commis- 
sion could ever come to an agreement. 


Industrial Production Will 
Make New Records in 1928 


ANUFACTURING activity is main- 
tained at a high level. Although 
there has been a perceptible slackening 
from the pace of early autumn, the 
fourth quarter showing will be well 
above last year and final figures for 
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1928 will establish new records in nu- 
merous lines of business. 

Of the three key industries, steel pro- 
duction in October set a new high mark 
of 4,647,891 gross tons, the previous 
peak being March, 1927. For the ten 
months ended Oct. 31, steel output 
amounted to 41,578,411 tons, a new high 
record for the period and 12 per cent 
ahead of 1927. 

Automobile and truck manufacturers 
lowered production schedules last month, 
as is customarily done at this season of 
the year. Total 1928 production will 
exceed 1927 by 25 per cent. New mod- 
els are in preparation by the leading 
companies, in anticipation of the exhi- 
bitions that will begin in December. A 
new Chevrolet six-cylinder car brought 
out by General Motors Corporation is 
regarded as the most important devel- 
opment in the industry during recent 
months. Meanwhile Ford Motor Com- 
pany continues to step up its produc- 
tion of the Model A to around 6000 
vehicles daily, and its recently organ- 
ized financing subsidiary, Universal 
Credit Company, is getting into full 
swing. In all it would seem that the 
motor industry will soon begin another 
year of battle royal, extending into 
every price class, and keen competition 
will doubtless result in further mergers. 
Small independent manufacturers are 
finding it increasingly difficult to sur- 
vive in competition with the large com- 
binations. 

New building and engineering work 
continues to give favorable reports. Oc- 
tober statistics showed a gain of 6 per 
cent over the same month last year, 
while the ten months’ total is 7 per cent 
ahead. For the full year 1928 the na- 
tion’s building expenditure will exceed 
$6,500,000,000 and has been a major 
factor in maintaining the sales volume 
and earnings of countless other lines 
supplying materials, etc. 

Labor employment is large and pay- 
rolls the highest in history. Department 
of Labor index on employment in manu- 
facturing industries moved up from 
around 85 at the middle of the year to 
88.1 in October and is slightly higher 
than a year ago, despite the effect of 
continually installing new machinery 
that increases output in relation to indi- 
vidual workers. 

Textile activity is distinguished for 
showing the greatest gain and forecasts 
that the early months of 1929 at least 
will witness an improvement over the 
somewhat unsatisfactory conditions of 
the current year. Crude petroleum pro- 
duction, also gasoline, lubricating oils, 
ete., is running heavy to meet the ever 
increasing demands from the motoring 
public, and there are indications that the 
prosperity cycle is again moving toward 
the oil industry. 


Colder Weather Stimulates 
Lagging Trade 


UTUMN trade in retail lines was not 
particularly good, although by no 
means could it be called poor. Weather 
conditions were the principal hindrance 
and prolonged Indian summer left much 


mid-season merchandise on merchants’ 
shelves. The recent drop in tempera- 
ture, however, with snow in the north- 
ern states, has brought a rush of buying 
into all classes of winter-weight apparel. 

Interest in the wholesale and retail 
merchandise lines is now centered in 
holiday goods and from now on there 
will be no let-up until after the Janu- 
ary clearance sales. It has been quite 
customary for the December trade each 
year to establish a new high record and 
1928 should be no exception. Happy ex- 
pectations are held by the suppliers of 
furs and jewelry, antique furniture, Ori- 
ental rugs and oil-paintings, imported 
automobiles and rare books, also the- 
aters and night clubs. 

Certainly the unprecedented boom in 
the stock market will add millions to 
the Christmas purchasing power of in- 
vestors. In this connection the question 
has been raised by thoughtful business 
men as to how trade would be affected 
in the event of a serious break in the 
market. A decline of the proportions of 
that which occurred last May and June 
would, if applied to present prices, elim- 
inate equities running into the billions 
of dollars. A decline of the proportions 
of that which occurred in the spring of 
1926 would be correspondingly more 
serious. Since the largest share of the 
advance in stocks has been offset by an 
expansion in credit, the indebtedness 
would tend to remain at the same time 
that the equities were disappearing. 
Luxury lines, of course, would be affected 
first, also housefurnishings, automo- 
biles, clothing—anything which the pub- 
lic buys freely in prosperous times. 
Daily bread and meat for the family 
would be affected least, as would also 
tobacco and even moderate priced 
amusements—which depend on actual 
requirements, habit and leisure rather 
than on bank balances. 

Our barometer of railroad freight car 
loadings indicates that the distribution 
of commodities throughout the nation 
proceeds with a volume and regularity 
never excelled. 


Firm Money Rates Are 
Maintained 


IRMNESS in money rates for the hol- 

iday demand became noticeable ear- 
lier than usual this year on account of 
the brokerage loan situation, and the last 
week of November brought a run-up in 
call loan quotations to 10 per cent. Pres- 
ent contrast with last December is shown 
by the prevailing New York rates, as 
follows: 


Call loans 
Time loans, 90 days......... 4 
Commercial paper, best...... 4 5% 
Bankers acceptances, 90 days. 34 4%@% 
Call loans against acceptances 4 5% 
Federal Reserve rediscounts.. 3% 5 
With the holiday trade now in full 
swing, the accompanying currency de- 
mands increasing and the gold flow tend- 
ing to a slight export balance, there 
seem little grounds for expecting relief 
from the present high rates until after 
the turn of the year. About the only 
possibility is that a reaction in the stock 
markets would release a_ substantial 


amount of the credit which has been ab. 
sorbed in secured loans and which, as 
mentioned in our November review, made 
it necessary to revise the money outlook 
for the closing weeks of this year. 

Bankers would be rendering a valy 
able service if they would explain to the 
public that 10 per cent call money does 
not mean that ordinary business js 
charged this rate. Criticism has been 
directed at bankers in general and the 
Federal Reserve authorities in particu. 
lar by people who feel that the bankers 
should not allow rates to rise to levels 
that check legitimate business. It is re. 
grettable that speculation has driven up 
rates, yet the rate itself is not to blame; 
it is not a cause but an effect and ap. 
pears upon careful study to be fully jus. 
tified. 

Most of these critics do not under. 
stand that money rates are determined 
by economic law just as prices are goy- 
erned by the supply and demand for any 
commodity. It is a misconception, how- 
ever, to assume that by allowing stock 
market money to stiffen up, the bank- 
ers in this country are neglecting the 
legitimate needs of the farmer, manv- 
facturer or merchant and thus penaliz- 
ing them. As every banker knows, the 
regular customer is always favored on 
rates regardless of how high the brokers 
are bidding. 


Brokerage Loans Still Feature 
Banking Situation 


XPANSION in brokerage loans to 

which we have referred in numer- 
ous instances during the past two years 
were mild in comparison with what has 
occurred in the last three months. At 
this time last year these loans made by 
New York banks for their own account 
and for others amounted to approxi- 
mately $3,500,000,000, which represented 
an advance of about $1,000,000,000 over 
the same date the year previous. 

By June, 1928, this loan account had 
risen to $4,500,000,000 when the stock 
market reaction occurred and loans went 
down some $500,000,000. Since Septem- 
ber, however, an unparalleled rise has 
taken place, adding a full $1,000,000,000 
to the amount of this money loaned to 
stock exchange houses. 

Reports of the member banks reflect 
this expansion by their secured loan 
account and also reveal that a huge loan- 
ing power has been added through the 
liquidation of their investment holdings, 
which became actually lower than on the 
statements showing comparisons with 
the year previous. Most of these invest- 
ments were bonds, which explains the 
heaviness of the bond market that had 
to absorb such offerings. It is obvious 
that had these bonds not been disposed 
of the banks would have had to borrow 
from the Federal Reserve banks double 
the amount that they are now owing. 

A strong condition is shown by the 
Reserve Bank statements. Often the as- 
sertion is heard that the Reserve author- 
ities have lost control of the money mar- 
ket, but such is not true. If they desired 
interest rates to go still higher, in order 

(Continued on page 622) 
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Building Up Trust Business 


By ALLAN B. COOK 


Vice President, Guardian Trust Company, Cleveland, Ohio 


Mercantile Marketing Methods Applicable to Trust Business. 
Both Small and Large Banks Can Make Two-way Analysis Which 


Shows What Services Can Be Sold and Who Are Likely Buyers. 
Stimulating Public Interest in Trust Department Facilities. 


HOSE basic principles which 

make a merchandising organiza- 

tion successful apply with equal 

force to the profitable develop- 
ment of the business of a modern bank. 
What can a bank sell the public most 
readily, and who are the men and 
women most likely to buy those specific 
services? 

Obviously the bulk of the savings de- 
partment customers are not logical can- 
didates for the trust department. Nor 
will a large proportion of the deposi- 
tors whose checking accounts are small 
be particularly interested in fiduciary 
matters. The first step in any sensible 
campaign to spread the trust idea is the 
segregation of the sheep from the goats. 

First come the directors and stock- 
holders of the bank. All of these should 
do business with the trust’ department. 
The banker must scrutinize his addresses 
of all people whose checking or savings 
accounts show sizeable figures—say, 
from $1,000 upward depending upon the 
size of the city or town in which he 
does business. 


A Friendly Contact 


EXT should be added the names of 

bond buyers who purchase securi- 
ties from or through the bank. Then 
similar information should be secured 
from the list of important borrowers in 
the loan department. The names of the 
officers of corporations doing business 
with the bank are well worth while and 
properly belong in Group A of the trust 
list, inasmuch as the bank already has 
a friendly contact with all these people 
either directly or indirectly. 

Now for the names in Group B. 
These should be those men and women 
of known wealth who are not customers 
of the bank. Every official of each repu- 
table and solvent concern in town should 
be included. The membership of the 
local chamber of commerce, the medical 
and dental associations, engineering so- 
cieties and trade organizations, as well 
as social clubs, should be merged into 
the trust prospect list. In this case, 
however, the banker has a non-customer 
group to deal with. 

The total number of names in Groups 
A and B represents to a very large de- 
gree the market for trust department 
services. 

Now what services can be sold most 
readily to the largest number of peo- 
ple at the least cost to the bank. First 
of all, the last will and testament 


makes the broadest appeal; next comes 


the life insurance trust because of the 


almost universal purchase of policies 
as the easiest manner in which to create 
substantial estates.. Both the will and 
the life insurance trust are easy sellers, 
to use a merchandising term. 

There is a much more restricted mar- 
ket for custodianship, the living trust, 
the voluntary trust or whatever one 
may choose to call it. This service ap- 
peals only to people of considerable sub- 
stance who cannot or do not wish to 
handle their own investments. Inci- 
dentally, a rising stock-market, such as 
has obtained in this country for several 
years past, makes many individual in- 
vestors feel that they are financial wiz- 
ards, and hence antagonistic to the sug- 
gestion that they place their affairs in 
the hands of a trust department. 

The irrevocable trust to. operate dur- 
ing the creator’s lifetime, the special pur- 
pose trust and others of like ilk, com- 
prise the services for which the public 
demand is confined within very narrow 
limits as compared with those mentioned 
previously. 


Actual Sales Effort 


from personal trust ser- 
vices, there is the corporate phase 
to consider. And here the banker finds 
a market consisting only of corpora- 
tions issuing bonds and various classes 
of stock. Bond trusts, transfer agencies 
and registrarships come chiefly from the 
bank’s own customers as the result of 
sales work done by the trust officer or 
through friendly houses originating and 
marketing such security issues. Adver- 
tising and ordinary trust solicitation 
have little effect if any on this class 
of business. 

This completes the banker’s two-way 
analysis of the buyers and the products 
in exactly the same manner as that 
followed by a mercantile establishment 
when scrutinizing its market. He is 
then in a position to apply actual sales 
effort sensibly, consistently and profit- 
ably to spreading the trust idea. 

Naturally the banker turns to adver- 
tising as the means by which his mes- 
sage may be spread broadcast to the 
public in which he has a definite sales 
interest. If his campaign is to be com- 
prehensive in scope, he should use the 
local newspapers and those local maga- 
zines which go into the homes of the 
people on his trust list. His advertise- 
ments should be backed by booklets, 
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pamphlets or folders describing in some 
detail the merits of the services pre- 
sented for consideration by the public. 

Hand in hand with newspapers and 
magazine copy there should be a mail 
campaign consisting of a series of let- 
ters to each individual prospect on the 
trust list. Lobby displays, window dis- 
plays and posters all play an important 
part in the program, and in addition 
outdoor advertising may be found worth 
while—either in the form of bulletin 
boards or street car cards. 


Arousing Human Interest 


Be illustrate definitely what may be 
done to the advantage of a trust de- 
partment, a few experiences of The 
Guardian Trust Company of Cleveland 
may be of interest. After considering 
carefully several kinds of advertise- 
ments, the Guardian decided that stories 
based upon actual experience with its 
own customers offered an ideal basis for 
a trust campaign. These examples of 
the value of trust services in cold hard 
cash were presented to the reader in a 
way calculated to arouse human interest 
in the story of what the bank had done 
for others. 

Trust advertising campaigns have 
been limited largely to wills, insurance 
trusts and living trusts. Each specific 
campaign has consisted of from six to 
ten advertisements of size sufficient to 
dominate a newspaper page. These ad- 
vertisements have run at intervals of 
two or three weeks throughout the year, 
summer excepted. 

Simultaneously with the opening of 
a specific campaign, letters have been 
mailed to a trust list of several thou- 
sand names in an effort to arouse in- 
quiries for the booklet describing the 
service in question. Those failing to 
reply to the first letter received a sec- 
ond one thirty days later and, if neces- 
sary, a third piece of mail one month 
thereafter. This attack produced in- 
quiries in excess of 8 per cent of the 
group so circularized, and resulted in 
the immediate despatch of the desired 
trust literature. 

The bank’s windows were used to dis- 
play unusual posters calling to the no- 
tice of the passers-by that, by merely 
asking in the lobby, a financial booklet 
of benefit to them could be obtained 
without expense. Single sheet adver- 
tisements have been inclosed with the 
statements and canceled checks mailed to 

(Continued on page 620) 
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To the Officer 


who says: 


Q Would you like to have your trust 
advertising prepared under the di- 
rection of a committee of the lead- 
ing financial advertising men in the 
Country? 


Q@ And like to have your newspaper ad- 
vertisements written by an expert? 


@ And have them iJlustrated by one 
of the best known artists in the 
Country? 


@ And have supplied to you at cost 
your choice of 40 business build- 
ing booklets for direct by mail 
publicity? 


Q@, And have a high grade illustrated 
trust poster in colors come to you 
each month, for display in your 
windows or lobby? 


GQ And receive a monthly Publicity 
Bulletin devoted to business build- 
ing ideas, with special articles on 
tested plans for developing new ex- 
ecutorships and trusts? 


TF you are a member of the A. B. A., 

you can secure all this by your an- 
nual subscription to the new and im- 
proved BUILDING TRUST SERVICE 
plan. It is sponsored and prepared by 
the Trust Company Division of the 
American Bankers Association. The 
annual subscription is $50.—a small 
addition to your advertising budget. 
Whether you handle your own adver- 
tising or employ an advertising agency 
this constant flow of up to date origi- 
nal advertising material will be worth 
many times its nominal cost. 
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on Publicity 
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Guaranty Trust Company of New 
York, New York City (Chairman). 


CLINTON F. BERRY, Vice- Presi- 
dent UnionTrust Company, Detroit, 
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dent Old Colony Trust Company, 
Boston, Mass. 
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Guardian Trust Company, Cleve- 
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ager First Trust & Savings Bank, 
Chicago, Ill. 
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dent Hibernia Bank & Trust Com- 
pany, New Orleans, La. 


TRUST COMPANY DIVISION 
AMERICAN BANKERS ASSOCIATION 


110 EAST 42ND STREET, NEW YORK 


Get acquainted with this 


Upon request we will gladly send you the 
December portfolio of ready-to-use news- 
paper advertisements—together with the 
magazine section of the Publicity Bulletin. 
In this way you can visualize and quickly 
evaluate its help to you in building new 


trust business. 


Write to us or use this coupon: 


Trust Company Division American Bankers Association 
110 East 42nd Street, New York 


LEASE send me gratis the current issue of the new and improved 
Publicity Bulletin with a portfolio of newspaper advertisements. 


(Name of Institution) 


(Officer) 


(State) 


When writing to advertisers please mention the American Bankers Association Journal 
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Interest Ignores 
Banking Hours 


The Railroad, the Post 
Office, the Air-Mail, the 
Telephone, the Telegraph 
—all these agencies used 
by banks are in continuous 
operation. To their “work 
day” there is neither begin- 
ning nor end. 


Obviously that bank can 
serve you best which 
adopts as its own the 
working-hour schedule of 
the facilities it uses in con- 
verting collections into 
cash. 


There is no lapse in the 24- 
hour-daily service of our 
transit and collection 
departments. 


TRE... 


PHILA 
NATIONAL BANK 


PHILADELPHIA, PA. 


DELPHIA 


. - $54,000,000 


Copyright, A. L. Pach 


George L. Harrison 


Appointed Governor of the Fed- 

eral Reserve Bank of New York 

to succeed the late Benjamin 
Strong. 


Cattle Business 
(Continued from page 560) 


tember an increase of 44 per cent of 
cattle shipped as feeders to the country. 
Add to this much larger than usual 
direct shipments from the pasture and 
range to the feedlot. It looks as if we 
will have a larger number than usual of 
feedlot cattle in 1928-29, but they will 
be lighter in weight. In the autumn of 
1929 we will discover a heavy shortage 
in the West. The old steers are rapidly 
disappearing. Calves, yearlings and a 
few two-year-olds are left. The quality 
is better, but the weight is wanting. 

Here are a few practical instances as 
to how wealth accumulates in the cattle 
industry: 

Following a break in cattle prices last 
February, the average price of steers 
upon a certain Monday was shown to be 
$13.30 against $9.90 a year before, the 
10,000 steers on sale that day represent- 
ing an increased valuation of $350,000 
over the corresponding day of 1927. 

Upon another day in May last the 
combined receipts of cattle, hogs and 
sheep at twenty markets represented a 
gain in the proceeds returned to their 
owners of $1,200,000, or $5.30 per ani- 
mal more than the prevailing prices a 
year before. That was a single day’s 
excess. Another similar estimate made 
Aug. 1 showed a gain of $1,860,000, or 
$6.50 per animal. 

In late September we found that at 
the combined markets of Chicago, Oma- 
ha, Sioux City, St. Paul and Denver there 
had been marketed during the summer 
from the northwestern grass areas 400,- 
000 head of strictly grass cattle, and that 
$10,000,000 more had been returned to 
owners than those cattle would have re- 
alized in 1927. 
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National Bank Trends 
(Continued from page 552) 


When we turn to the two Texas cities 
included in this report we find records 
of amazing growth, although net results 
differ widely in: the two communities. 

Houston banks have maintained a low 
rate of gross earnings, for the last three 
years being several points under the 
national average. With the exception 
of three years, (1921, 1922 and 1923) 
their loss record is favorable averaging 
0.64 per cent for the entire period. Ex- 
penses, however, have been comparative- 
ly high and show no evidence of the 
needed reduction. Losses and deprecia- 
tion were slightly high relatively, with 
no especially severe years. The effect 
on net profits was inevitable and these 
have been consistently lower than the 
national average since 1916. The per- 
centage for the whole period is 1.14 per 
cent instead of the desired 1.50 per cent. 
Naturally the return on invested capital 
has likewise been somewhat lower than 
would be looked for. 

The record of the national banks in 
Dallas forms an attractive picture. In 
the earlier years while total resources 
were still comparatively small, the rates 
of gross income were quite high, but 
beginning with 1922 returns have been 
close to the national average, the record 
for the entire twenty years being 6.52 
per cent. With the exception of the 
year 1923, net losses have been uniform- 
ly low and the twenty-year average 
shows but 0.389 per cent in charge-offs. 
So far as expense is concerned, the 
banks have been conservative, showing 
a ratio entirely consistent with their 
record of gross earnings. Resulting net 
profits have been gratifying, averaging 
1.85 per cent for the entire period. 
While true that the percentage of net 
earnings is substantially less than in 
the years prior to 1916 they have been 
much more satisfactory than the na- 
tional experience. Net returns on capi- 
tal and surplus have averaged 11.35 per 
cent for the years included in this study. 

Briefly to analyze the total expenses 
of these six cities for the last seven 
years (which are the only ones reported 
in detail by the Comptroller of the Cur- 
rency) we find that increased expense 
ratios in almost every instance are at- 
tributable chiefly to the larger amounts 
paid out as interest on deposits. The 
smallest such increase noted is in Rich- 
mond; in the other cities the percentage 
of increase ranges from 10 to 14 per 
cent of gross earnings. Such interest 
payments are absorbing an increasingly 
larger proportion of income. They have 
become the principal item of bank costs 
and have completely altered the char- 
acter of a bank’s operating budget. 

Neither in this group of states nor in 
the individual cities has the ratio of net 
profits reached a point low enough to 
cause concern but the situation will bear 
careful watching, and a concerted and 
determined effort to effect adjustments 
which will bring the various operating 
percentages into closer conformity with 
approved banking practices of today. 
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A million dollars 


a day 
of new plant 


of telephone supplies 

move out across the country every day. 
The plant investment in the Bell System is 
now more than $3,250,000,000. It is planned 
to spend $2,000,000,000 more in the next five 
years for new construction and replacements. 


Basic facts on American Telephone 
and Telegraph Co. as an investment 


With its predecessors, the American Telephone 
and Telegraph Company has paid dividends 
regularly for forty-eight years. Its earnings 
assure an ample margin of safety above divi- 
dend requirements. Its stock is held by more 
than 430,000 investors. It is constantly seek- 
ing to bring the nation’s telephone service 
nearer to perfection. It owns more than 93% 
of the combined common stocks of the oper- 
ating companies of the Bell System which 
furnishes an indispensable service to the nation. 


Write for booklet “Some Financial Facts” 


BELL TELEPHONE 
SECURITIES CoO. Jue. 


195 Broadway New York City 
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Protecting 
the Boxes as well as the Vault 


That same protection built into massive vault doors is also available to 
your safe deposit boxes. That same ingenious locking mechanism pro- 
tects each box. Vigilance falters, vaults yield to explosive force, yet 
each Four-Lock-Door Safe Deposit Box renders every method of forci- 
ble access futile. Hundreds of banking institutions advertise and gain 
prestige and preference by adopting this, “the Safety Standard of the 
World.” The small additional cost is a paying investment, the con- 
sideration is worth the peace of mind it gives you. 


For the Bank 
That Never Stops Growing 


Four-Lock Door Safe Deposit Boxes are installed 
on the Unit Principle. Fill any part or every 
inch of vault space. Foremost banks now equip 
vaults as rentals progress, making a greater net 
profit per dollar invested. The huge investment 
of a completely equipped vault takes years to pay 
out. Sectional equipment pays its cost as units are 
needed. 


Before you build, alter or enlarge your vault, write 
for complete details on the only Safe Deposit 
boxes listed as “Standard Burglary” by the Un- 
derwriters’ Laboratories. There is no obligation— 
write for the “Invincible Safe Deposit Box Book.” 


‘ . Invincible Metal Furniture Co. 
Operates Like A Vault Door Builders of Steel Bank and Office Equipment 


SAFE DEPOSIT BOXES 836 Franklin Street Manitowoc, Wisconsin 
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Investing Trust Funds 
(Continued from page 556) 


investments are an entirely new field 
rather than a branch of his old one, and, 
furthermore, the type of mind that 
originally interested him in the adminis- 
trative problems is not usually adapted 
to investment problems. 


It Is Dangerous 


F course your investment man, when 

you find or develop him, will need 
statistical and clerical assistance to 
handle any large volume of business, 
Statisticians are not particularly hard 
to find, and the clerical staff should be 
recruited from the administrative part 
of the trust department, as this will pro- 
mote the necessary cooperation between 
the investment and the administrative 
divisions. 

If an institution is small, the trust 
investment department is more a plan 
than an actuality, but I am outlining 
the organization which the corporate 
trustee will need as soon as his business 
is sufficient to warrant the employment 
of one or more men to give their entire 
time to the investment of fiduciary ac- 
counts. Some trust officers prefer to 
employ additional men and, in addition 
to this work, have them advise custom- 
ers concerning their personal securities, 
review those owned by the bank itself, 
and perhaps do some selling. Now, I 
have worked in departments where this 
rule is in effect, and I have handled all 
sorts of investment accounts at one and 
the same time, and while theoretically 
it is a sound idea, practically I consider 
it dangerous. 

A trust fund, as a rule, is a quiet, 
peaceful sort of account—no one is go- 
ing to ask questions about it as long as 
the income is paid regularly, and pur- 
chases and sales can generally be made 
next week as well as this. As a result 
you look after the customer’s account 
or the bank’s investments first, and those 
of the trust when, as and if you get 
around to it. I do not mean to imply 
that well-organized banks operating 
along these lines neglect the investments 
in their trusts and estates, but I know 
from personal experience and from 
watching the work of many others that 
under this system the fiduciary accounts 
receive secondary consideration. 


Become Hide Bound 


HERE is another general policy 

which, while enthusiastically indorsed 
by some trust officials, does not meet 
with the approval of others. This has 
to do with the corporate trustee’s rela- 
tionship with the individual—whether co- 
trustee, grantor, or beneficiary—whose 
approvals or instructions are necessary 
before making changes in the securities 
owned by the trust. 

In a small bank it is natural for the 
trust officer or vice-president who has 
charge of the department to interview 
all customers and correspond with them. 
As the department grows, other admin- 
istrative men are employed who follow 
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in the footsteps of their superior. In 
the meanwhile, the investment depart- 
ment has been quietly developing in the 
background, reviewing the accounts and 
advising the administrative officers. Up 
to a certain point this system is work- 
able and satisfactory, but, unfortunate- 
ly, many trust companies go far beyond 
that point and become what a lawyer, 
in criticizing one of these banks, de- 
scribed as “hide bound.” 

The investment department establishes 
certain investment policies of diversifi- 
cation, etc., and furnishes the adminis- 
trative officers with an approved list of 
bonds; then a co-trustee or some other 
interested individual suggests invest- 
ments a little out of the ordinary, and 
instead of being able to discuss them 
and, if necessary, make counter-sugges- 
tions, the administrative officer can only 
refuse to comply or say he will refer 
the matter to his investment organiza- 
tion. It is preferable for an investment 
man to discuss all such matters personal- 
ly and to write all letters pertaining to 
them. Not only are the results better, 
but the co-trustee or interested party 
is bound to get a much better impres- 
sion of the services and ability of his 
bank. The drawback is one of expense. 
Men who know just statistics can be 
employed for considerably less than the 
salaries commanded by investment men 
capable of discussing securities with cus- 
tomers in a way that will create good 
will. 


Conspicuously Correct 


iy is absolutely essential that the man 
in charge of the investment depart- 
ment should have the unqualified sup- 
port of his superiors. He should be 
selected with the greatest of care and 
thereafter given as much freedom of 
action as possible, unless the results he 
obtains over a period of time prove un- 
satisfactory. It must be borne in mind 
that the analysis of company statements 
and underlying economic conditions is 
not an exact science and your invest- 
ment man will rarely be able to prove 
at any given time that his opinions are 
correct. This is particularly true in a 
small institution where his fellow offi- 
cers may not even talk the same invest- 
ment language. 


A former associate of mine who now 
handles the trust investments for a suc- 
cessful out of town trust company, 
found when he took up his new duties 
that a considerable amount of the, trust 
funds was invested in the securities of 
a certain old and well established local 
company, which was an excellent custo- 
mer of his bank and numbered several 
of his directors among its stockholders. 
However, a careful statistical study led 
him to the conclusion that these securi- 
ties should be sold. Of course, he could 
not prove it conclusively, but equipped 
with full figures and charts he even- 
tually managed to carry his point over 
4 good deal of opposition; the securities 
were sold. Since then the common di- 
vidend has, I understand, been passed 
and the senior issues of the company are 
no longer considered with as much favor 


Reproduced from the booklet Mani-Fold Advantages”’ 
Use the coupon below for a copy 
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FEDERAL RESERVE 
BANKS 


and Branches 
in New York 


Baltimore, Buffalo 
Oklahoma City 
Jacksonville 
Birmingham, Nashville 
and New Orleans 


Have Installed 


Federal Reserve Bank of New York 
York and Sawyer, Architects 


STEELCRETE 


ARMORED BANK VAULTS 


ve Steelcrete construction is composed of thousands 
of heavy strands of cold drawn steel thoroughly em- 
bedded in concrete. This produces an entanglement or 
structural network of steel that adequately reinforces the 
concrete wall at every point of attack. While a solid wall 
of either steel or concrete can be drilled for the placing of 
explosives, the Steelcrete Entanglement prevents drilling, 
as drills that drill steel will not drill concrete,and vice versa. 


It is the experience of the banks and insurance companies that 
have installed Steelcrete Armored Vaults that the fully adequate 
Steelcrete protection costs no more than other kinds offering 
less resistance to attack and in many cases the cost is less. 

; Everything considered, the Steelcrete system of 
protection is the logical selection. 


You are invited to send for certified endorse- 
ments from Bankers who thoroughly investi- 
gated various systems of bank vault construction 
before deciding on Steelcrete. You will be in- 
terested in their findings. 

‘THE CONSOLIDATED EXPANDED METAL COMPANIES 
Steelcrete Building, Wheeling, West Va. 


Atlanta Boston Cleveland Philadelphia 
Pittsburgh Chicago New York Buffalo 


= 


OTHER STEELCRETE PRODUCTS FOR SAFETY 


FRAME BAR and Industrial Mesh for Window Guards . . . Industrial Mesh for Safety 
Guards and Partitions... Metal Lath . . . Expanded Metal Concrete Reinforcement 


as they previously were. It was forty. 
nate that the newcomer was conspicu- 
ously correct, but if he had not been jt 
would not have stamped him as jp. 
competent, for his business is primarily 
to keep the investments in good risks 
and if the bad risks escape trouble he is 
nevertheless wise to have avoided them, 
The things that count are average suc. 
cess, plus the avoidance of serious losses. 

The question of selling from the trusts 
securities that are obligations of, or are 
sponsored by, customers of the bank 
will be met by-every large institution, 
and by many small ones. I can un- 
qualifiedly state that any consideration 
other than the best interests of the 
trusts should be disregarded entirely, 
Just what is to the best interests of a 
trust or estate should not be left to the 
judgment of one man, and in another 
article I expect to sketch the practical 
operation of the investment organiza- 
tion and how it cooperates with the ad- 
ministrative department. 


A Banker’s View of 
Time Selling 


(Continued from page 567) 


or more to run, you can’t do much about 
it. 

“There are still those who point to 
increased savings, life insurance sales, 
etc. That is only in line with the known 
increased wealth of the country. There 
are still millions of people without auto- 
mobiles, millions without radios, mil- 
lions without mechanical refrigerators 
and millions without bath tubs, if you 
please, and I have not yet seen proof 
that the same people who are buying 
several articles of merchandise on in- 
stalments are at the same responsible 
for the increased savings. 


Bankers Have Faith 


66 Fagen years ago the banks were 

perhaps too liberal in their pol- 
icy of extending credit to unseasoned 
units of industry and later some of 
them became panicky and went further 
the other way than was warranted in 
the light of subsequent happenings. 
Taken as a whole, the bankers have 
demonstrated their faith in the finance 
companies and I believe they are so con- 
ducting their business that that faith 
will be continued where progress war- 
rants. 

“If, however, a line of credit is lost 
now and then or a banker with whom a 
company is not doing business says he 
cannot entertain a request for a line 
because of the ineligibility feature of 
the paper, he should be given the bene- 
fit of the doubt. 

“It is common knowledge that in the 
average bank the percentage of good 
eligible commercial loans to total loans 
and discounts is quite low. Many banks 
would, therefore, doubtless welcome an 
increased demand against eligible paper, 
not because they desire to rediscount, 
but in order that they would be the 
better prepared in case of need. Such 
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a development would probably cause 
some banks to withdraw commitments 
against ineligible notes and substitute 
those eligible. The average concern, 
therefore, whose notes are not accept- 
able at the Federal Reserve banks might 
well afford to support liberal reserve 
lines, rather than to build volume to a 
point where additional lines are desired 
if not imperatively needed. 


Chance Takers Still 


points covered here have been 
referred to and emphasized because 
it would be a grave mistake to admit 
that the evils have all been elimi- 
nated and that industry as a whole is 
purged of chance takers. The situation 
has been greatly improved, but it seems 
advisable for the manufacturers, finance 
companies and bankers to keep continu- 
ally pounding at the irregularities, 
weaknesses and excesses so that if and 
when a recession in prosperity arrives 
the weak units may not prove the con- 
tentions of the critics of time selling. 

“The reason it is so important for 
the units of the finance industry and 
their managements to be possessed of 
capital, character and capacity to the 
greatest degree is because it is to a great 
extent, dealing with individuals with 
no established estates or reserve re- 
sources. This statement is supported by 
the following figures, based on a report 
of findings of the Federal Trade Com- 
mission, a year or more ago and would 
probably not show appreciable changes 
now. 

“About 1 per cent, or approximately 
1,120,000 people, control 59 per cent of 
the nation’s wealth; 87 per cent, or 
approximately 97,440,000 people, con- 
trol 10 per cent, leaving 12 per cent, 
or approximately 13,440,000 people, 
controlling 81 per cent. Or, taking it 
a little differently, 13 per cent, or ap- 
proximately 14,560,000 people, own 90 
per cent of the wealth of this great na- 
tin. Now the report further indicates 
that 75 per cent of the people die with- 
out having created any estate. Let it be 
said that instalment selling has not pro- 
duced that condition among the 75 per 
cent and will probably make little 
change in the percentage one way or the 
other. However, the point to be stressed 
is that reducing the 13 per cent, or 14,- 
560,000, to families of five would give 
approximately 3,000,000 families, enough 
to take four-fifths of the new cars to 
be sold this year, leaving one-fifth of 
the new and all of the used cars to be 
bought by the 87 per cent with little in 
the way of wealth. Of course the 8,000,- 
000 cars are by no means all sold on 
time, but it can be seen why outstand- 
ing leadership is so important in the in- 
dustry and why novices should proceed 
with caution. 


Has Your Bank a Journal Group? 


Each issue of the JOURNAL has new 
banking facts and suggestions which 
every forward-looking member of your 
staff will be glad to use for the benefit of 
your bank. A group subscription will 
accomplish this important purpose. 
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What Other Chairs 
Can Promise So Much? 


The reason that Milwaukee Chairs 
are today the leaders in the field 
of fine office chairs is not hard to 
discover. 

The widespread preference for 
these famous chairs by great banks, 
commercial and industrial institu- 
tions, as well as by professional men 
throughout the country, is due to 
their outstanding worth and utility. 

No other chairs can promise so 
much in attractive styles and de- 
signs. No other chairs reflect the 
same degree of dignity and charm. 


MILWAUKEE 
CHAIRS 


And no other chairs compare with 
them in enduring service and in 
comfort. 

Let Milwaukee Chairs solve for you, 
conclusively and satisfactorily, this 
important question of “what chairs?” 

Out of the great variety of designs 
there are Milwaukee Chairs which 
will harmonize perfectly with your 
present equipment. Photographs 
suitable for your needs will be 
gladly submitted. Write to the Mil- 
waukee Chair Co., 666 Lake Shore 
Drive, Chicago. 
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Here’s A Book 

That Will Save 

Many V 
Hours 


This company has compiled a practical hand- 
book of inheritance taxes in New York, 
New Jersey and Connecticut as well as the 


Federal Estate Tax. The author is Robert 


Noecker, Assistant Treasurer of this com- 


pany, and an expert on tax matters. 


It is designed to help you get necessary tax 
information quickly and easily. Without it 


you may have to work through a vast and 


scattered mass of tax laws, Treasury rulings 


and regulations, decisions of the Courts and 
of the Board of Tax Appeals. It is thoroughly 
up-to-date, attractively bound in cloth and 
provided with a complete table of contents. 


A limited number of copies are available at 


$2.00 per volume post paid. 


CENTRAL UNION 


TRUST COMPANY OF NEW YORK 


BANKING TRUSTS 


Fifth Avenue 80 BROADWAY Madison Avenue 
at 60th St. at 42nd St. 


NO SECURITIES FOR SALE 


Capital, Surplus and Undivided Profits Over 50 Million Dollars 


Plaza Office: 42nd Street Office: 
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The Why of Christmas 
Savings Clubs 
(Continued from page 575) 


appeal comes at the time when people 
are making their New Year’s resolutions 
and therefore fits readily into their 
plans. It involves the paying of de. 
posits by the member on or near pay 
day and in consequence does not require 
any great amount of forethought or 
management. The club affords an ave. 
nue for the clearing of emotional im. 
pulses which in many situations in mod- 
ern life, such as the theater and the 
movie, perish as the depicted scene 
fades. Participation in a club creates 
in the member a sense of satisfaction 
somewhat akin to that felt by persons 
carrying life insurance, that the mental 
or emotional commitments for the future 
will be met when due. 


What About the Tree 


F in many cases Christmas clubs 

carry no great financial profit and 
bring only hard work and unappreciated 
effort to the institutions operating them, 
why were not the clubs operated by em- 
ployers of labor, since the members of 
the Christmas clubs would be their own 
employees while in the case of banks 
many of the members are not custom- 
ers? The obligation, therefore, of the 
employers to the members of the clubs 
should be greater than that of the 
banks. This action, however, was not 
taken by employers, but by banks. 
Most “established” customs become so 
by reason of their being supported by 
a majority. Competition, if nothing 
else, seems, frequently, to compel the 
formation of these clubs by banks. 

Banks have not yet reached the point 
where all the persons in the community 
have availed themselves of any one ser- 
vice of the bank, let alone all its ser- 
vices. Participation in the functions as 
a member of the club brings the cus- 
tomer in contact with services he never 
before knew existed in a bank. Partic- 
ipation in a Christmas club has taught 
the ordinary person that banks are not 
only for rich people and for the stock- 
holders, as was the opinion held by the 
parents of many of the members of the 
present generation. 

Many of the advantages which accrue 
naturally to banks without any particu- 
lar effort on the part of their personnel 
are obvious. Obtaining these, however, 
is simply a plucking of the ordinary 
fruit of the tree. What about a little 
attention to the tree? Suburbanites, 
loving flowers, have found trees grow- 
ing in proximity to the flower beds tak- 
ing on a new lease of life or showing 
an abundant growth by reason of the 
attention given to the nearby flower 
beds. 


He Will Re-Deposit 


HERE are assuredly other factors in 
Christmas clubs making for mutual 
profit both to the bank and the customer, 
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and these factors for their fruition de- 
pend upon the bank. Records show that 
the lapse of membership is very small, 
in many cases not above 10 per cent. Is 
it not possible to persuade a Christmas 
club member of a few years standing 
to become a regular depositor in a sav- 
ings account? Records show that the 
resolution developed in becoming a 
member will carry him through till 
spring without additional stimulation. 
By then, the member may become amen- 
able to suggestion. Ordinarily, he will 
re-deposit from 20 per cent to 30 per 
cent of his membership in a savings ac- 
count at the end of the year if his 
membership is not of the lowest rank. 
Tactful suggestion may cause him to 
re-deposit from 40 per cent to 50 per 
cent. 

The history of Christmas clubs in- 
dicates that few persons taking the 
smaller memberships, such as $12.50 a 
year, re-deposit any part of the proceeds 
in a savings account. Suggestions on 
the part of those charged with enrolling 
members would in many cases cause the 
member who could afford it to select a 
higher rate and thus bring him into the 
group of those who become regular cus- 
tomers of the bank. 

The changed financial situation of a 
member during the year may cause him 
to become a good prospect for the sale 
of an investment from the bank’s securi- 
ties, or may cause him to rent a safe 
deposit box, become interested in a life 
insurance trust or designate the bank 
as the executor of his will. There is 
no greater source of growth or oppor- 
tunity of any kind in the United States 
than through contact with people. The 
weekly visits of thousands of Christmas 
club members who in many cases are not 
regular patrons of the bank constitute 
an opportunity for contact by wide- 
awake personnel that is beyond com- 
putation. 


Are Here to Stay 


UCH of discussion has been waged 

in recent years as to the wisdom, 
propriety, and necessity of paying in- 
terest on Christmas club deposits. 
There is no agreement on the subject. 
In the eastern cities the tendency has 
been to eliminate interest. In some 
places competition has developed to so 
great a degree that the same rate is 
paid on Christmas club deposits as on 
regular savings deposits. One fact, 
however, should be kept clearly in mind: 
even though the Christmas club has 
possibilities of undoubted merit in pub- 
licity for the bank, it should be operated 
so as to show a net profit on the busi- 
ness handled, without any reference to 
its advertising value. If by paying in- 
terest it cannot be operated without a 
loss, then interest should be reduced or 
discontinued. 

The savings department of a bank 
has too frequently been charged with 
expenses which in no wise belong to it. 
Bank managers and managers of sav- 
ings departments should see that no loss 
incurred through Christmas savings 
clubs or charges for increased personnel 


Inside 


the 
Vault 


A. D. T. Phonetalarm gives 
sure protection. Sound de- 
tecting devices installed on the 
ceiling of the vault are auto- 
matically actuated by noises 
originating on the surfaces of 
the vault. This causes an im- 
mediate alarm to be sounded 
by the A. D. T. Vault Alarm on 
the outside of the building. 


You can obtain A. D. T. Pho- 
netalarm for local operation as 
shown or it may be operated 
through A. D. T. Central Of- 
fices located in 114 cities 
throughout the country. 


Ask us for descriptive litera- 
ture. 


Controlled Companies of 


American District Telegraph Co. 
183 Varick St., New York, N. Y. 


This shows how the sensi- 
tive sound detector is in- 
stalled on the ceiling of the 
vault. It is equally suitable 
for new or existing vaults, 


This attractive housing, designed to har- 
monize with the architectural scheme, 
contains the alarm mechanism. 
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WAVINCIBLE .. 


THESE TONS OF STEEL 


IGHTY leviathans of the deep 
M plowing their way amid the 
hiss of steam, the roar of giant 
enginesand the belching of smoke 
—protection first, last and always. 
Invincible in their sphere these 
mighty ships are no more so than 
Diebold Bank Vault Doors. Their 
massive construction and special 
features make them absolutely 
impregnable to burglarious at- 
tack. One feature—The Ther- 
matic Locking Device cuts 10% 
from the Burglary Insurance Rate 
, on doors so equipped. If you are 
}not familiar with our other fea- 
tures we will be glad to give you 
the details. 


\ | Send for our Sales Engineer to As 
@nalyze your protective problems. & 
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due to a Christmas club is levied against 
the savings department. 

One fact remains: Christmas clubs 
are here to stay until the conditions in 
our industrial, economic and social life 
which fostered these clubs shall change 
in response to a new order. 


Farm Companies 


(Continued from page 572) 


have mortgages signed by home builders, 
The farming companies of various types 
are entering on the experiment of trying 
to make sound investments out of the 
distressed farms. The lands were in 
part mismanaged; in part were over- 
valued and over-mortgaged and on the 
whole have been unsuccessfully oper- 
ated. Modern mass operation may cure 
the situation and _ eventually bring 
profits—or at least transference to real 
farmers. 


Merely a Makeshift 


FTER all the best manager of a farm 
is the intelligent, business-like edu- 
cated farmer who has his family as an 
incentive to effort and as an aid in the 
minor duties of the place. This per- 
sonal incentive to make a home is the 
best of security for the mortgagee and 
the proportion the number of such 
farmers bears to the total number of 
farms is the measure of agriculture’s 
hope. The manager or supervisor is 
merely a makeshift; the farm companies 
are experiments; in the end operation by 
a home owner is the solution of the dis- 
tressed farm problem. 

In the meanwhile there is a vast num- 
ber of farms in the hands of unwilling 
owners who are willing to undertake 
almost any experiment that promises re- 
lief from the possession. The farming 
company, under whatever guise, does of- 
fer a present way out and this accounts 
largely for its rise. That it is to be a 
permanent factor of the nation’s agri- 
cultural life is doubtful—and certainly 
it is not conducive to American ideas in 
community life. 


Air Exports Grow 


LARGE increase in United States 

exports of aircraft, aeronautic 
engines and parts, occurred during the 
calendar year 1927, and those for the 
first half of 1928 will indicate that the 
total for the entire year will reach an 
unprecedented figure according to the 
annual report of aeronautics branch of 
the Department of Commerce. 

The total value of aeronautic product 
exports for 1927 amounted to $1,903,560, 
which was 85 per cent greater than the 
1926 total. Aircraft exports during the 
first half of 1928 increased 280 per cent 
over those for the first six months of 
1927. The principal foreign market for 
American airplanes during 1927 was 
Canada. Peru was the second impor- 
tant foreign market. 
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Getting Rid of Real Estate 


By L. A. ANDREW 


Superintendent Banking Department of Iowa 


HE item of “other real estate” is 

a very important one in quite a 

number of banks in the mid- 

western states. This real estate 
was acquired by foreclosure of mort- 
gage liens or by deed from insolvent 
creditors of the banks, and is now car- 
ried as a part of the assets. 

Under the deflation process which has 
been going on in agricultural commu- 
nities for several years, this item has 
been increasing and has reached a point 
now where it must have the serious at- 
tention of the officers and directors of 
the banks concerned. This holding of 
real estate may further increase in the 
next year or two as sheriffs’ deeds are 
received and settlement made with cred- 
itors which will require the taking over 
of farms to protect the banks. A short 
review of the conditions under which 
the obligations were acquired by the 
banks might be of interest. 


When Deflation Came 


Selig the inflation period of the 
war and the high prices received 
for all agricultural products, the de- 
posits of the banks in many agricul- 
tural communities more than doubled 
in a very short time. A large share of 
these deposits were put on interest bear- 
ing accounts, and naturally the banks 
thought they had to get this money out 
as soon as possible. The basis of all 
credit in our main agricultural states 
being land, it is quite natural that the 
loans of the banks in these states in- 
creased rapidly on such security. With 
the increase in the price of livestock 
and all farm products it required a great 
deal more money for these operations, 
and many loans were made on the basis 
of these increased values. 

Also, quite naturally, a good deal of 
this increase of loans went directly or 
indirectly into the acquiring of farms 
by bank customers at higher prices. 
The price inflation of the World War 
thus affected the credit structure of 
every country bank to a greater or 
lesser degree, just as it did the larger 
banks in manufacturing and industrial 
centers. When the deflation came, it 
was found that this large increase in 
loans could not be collected as rapidly 
as the deposits decreased, and there was 
a great rush on the part of many banks 
to further secure loans made on col- 
lateral, the value of which had been 
rapidly decreasing. This additional col- 
lateral was in most cases junior liens 
on farm lands, and in this manner was 
acquired, in a large measure, the se- 
curity which has made so much trouble 
and has resulted in the acquiring of a 
great deal of real estate. 

Now that bank statements are more 
carefully read by the general public, 
this item of “other real estate” has come 
to be regarded with more or less sus- 


picion. This is not always with good 
foundation, because a reasonable amount 
of real estate held at or below its mar- 
ket value cannot be regarded as a bad 
asset. However, there is no question 
but what it is a frozen asset, and as 
such should be worked out as promptly 
as possible. In this regard it is perhaps 
well to remember that the security back 
of a loan should not be regarded as of 
no value as soon as it is acquired by the 
bank. 


Some Supervisors Wrong 


ima Banking Department of Iowa 
has taken the position that the banks 
under supervision should be helped as 
far as possible in the working out of 
“other real estate’ items. Where real 
estate comes into the assets of a bank 
at an inflated value, we require that it 
be charged down to the market price. 
We try to give our banks every con- 
sideration within reasonable limits as to 
working out of their problems. We be- 
lieve that some supervising authorities 
have taken the wrong position in requir- 
ing these assets to be charged out en- 
tirely. As we have stated before we 
can see no good reason why the security 
back of a loan which has been regarded 
good should immediately become with- 
out value as soon as it is acquired by the 
bank. 

The banking departments of several 
mid-western states have adopted a 
general policy of allowing banks to hold 
real estate and to help them in reducing 
or eliminating this item by the forma- 
tion of security companies, or by the sale 
of the land to directors and stockhold- 
ers of the banks concerned on easy 
terms. In many cases land companies 
have been formed by the stockholders of 
the banks affected, and real estate taken 
out in this manner, payment in cash 
being made for at least one-fourth the 
value of the land and the security put in 
the bank’s assets for the balance to be 
gradually eliminated. 

Under the laws of many of the agri- 
cultural states, the land acquired by 
banking institutions can be held for ten 
years. Under the national law, na- 
tional banks can hold land for five 
years. An attempt was made to amend 
this act at the last congress, but the bill 
failed to come out of the committee. 

We find that many of the banks under 
our supervision are gradually working 
out of their real estate by an active cam- 
paign in their own communities. We are 
urging that all banks having a number 
of farms keep up an intensive campaign 
for the sale of such real estate. We 
have not been requiring a sacrifice of 
this land where the values seem to be 
reasonable. Nearly all the remaining 
problems in Iowa banks can be easily 
solved as soon as we can have a fair 
movement of land at a reasonable price. 
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Send for this 
NEW BRASTEX 


Calendar! 


Calendars 


It Is Sent Free! 


to Bank Executives 


The new BRASTEX Calendars for 
1929 are Ready! Send for yours to- 
day, and it will be mailed absolutely 
free—and without obligating you in 
any way. We want you to see one 
of these superb calendars—to own 
one—for that is the only way you can 
really appreciate their beauty and 
their utility. 


A Calendar That 
“Hits the Mark” 


Sending out calendars is one thing. 
Getting them used is another. If you 
want your calendars to be used and 
appreciated send BRASTEX metal- 
back calendars. They “hit the mark” 
because they are so sturdy and so 
attractive that they compel admira- 
tion wherever they are sent. And 
yet, the price of BRASTEX calen- 
dars is modest. The coupon below— 
or your letterhead—will bring you a 
sample calendar and further informa- 
tion. 


THE NATIONAL ART 
WORKS 
Calendar Division, Covington, Ky. 


The National Art Works, 
Calendar Division, 
Covington, Ky. 


Gentlemen: Please send your sample calendar— 
also further information. 


8 597 
e 
AN ATIONAL 
Signs and 
| Dis | 
@ 1928 @ 
JANUARY 
Ks) 
| TUESDAY | 
shen 


AMERICAN BANKERS ASSOCIATION JOURNAL 


December, 1928 


HE rugged sim- 
plicity of this design 
suggests stability and 


strength. 


Bank of North Hempstead, Port Washington, N. Y. 


UFFINGER, FOSTER & BOOKWALTER 


INCORPORATED 


ARCHITECTS 
BANK EQUIPMENT AND VAULT ENGINEERS 


221 WEST 57th STREET 
NEW YORK 


Federal Reserve Importance to Small Banks 


6¢ ACCORDING to a recent statement, 

there are now 1127 banks in the 
Ninth (Minneapolis) Federal Reserve 
District not on the par list, compared 
with a complete 100 per cent par list 


in 1920. This is without doubt a re- 
flection of the growing practice of 
smaller banks of making exchange 
charges to improve their earnings,” says 
the North Pacific Banker. “In 1920, 
as most of us remember, the campaign 
to have all banks in the country remit 
for checks at par reached its maximum 
stage, and in most of the country, ex- 
cept portions of the South, it was very 
successful, although, it has been said, 
at the price of some good will on the 
part of a number of smaller banks. In 
late years the relations between small 
banks and the Federal Reserve have re- 
ceived lessening attention; for a few 
years back such an expansion in num- 


ber of non-par banks as above noted 
would have received very widespread 
notice in the banking world. That it 
attracts so little notice now may, with- 
out doubt, be traded to the development 
of a considerable body of opinion, which 
holds that the small bank is not essen- 
tial to the Reserve System. Recent ex- 
perience has shown, according to this 
view, that its adhesion thereto is not 
vitally necessary to the stability and 
efficiency of American banking. Today 
we even hear it advocated that legisla- 
tion should be passed removing com- 
pulsory membership as a requirement of 
small national banks. It has been point- 
ed out that these small banks become 
members only at a financial sacrifice, 
and that their lack of commercial paper 
limits their use of the rediscounting 
privilege. Under these circumstances it 
continues true that the large reserve 


city bank, itself possessing and actively 
in position to utilize the rediscounting 
privilege, is qualified to serve small 
banks fully. There is one point involved 
in this suggestion, however, that oppo- 
nents of branch banking should not 
overlook. If membership in the system 
is confined to large city banks, and the 
smaller banks look wholly to them for 
their loaning needs and other services, 
a condition is created that, under pres- 
ent business trends, is potentially favor- 
able to nation-wide branch banking. 
America is the only country in the 
world, so far as we know, where the 
central bank has a direct contact with 
the lowliest bank in the nation. Is not 
this habit of primary access to central 
bank privileges on the part of small 
banks one of the major considerations 
that will make for the preservation of 
our independent bank system?” 
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New Books 


CORPORATION FINANCE. Volume I. 
By Edward Sherwood Mean, Professor 
of Finance in the Wharton School 
of Finance and Commerce of Penn- 
sylvania. Published by D. Appleton 
and Company, New York. 358 pages. 
Price $3.00. 

The sixth revised edition, in two 
volumes, of one of the briefer standard 
studies of its subject. Volume I deals 
with the normal activities of the corpo- 
ration, involving promotion, capitaliza- 
tion and financing. This includes de- 
scription of all the instruments which 
are used in raising money such as stock, 
notes and bonds. The corporations’ 
financing activities are covered with 
analysis of such topics as determination 
of profits, the management of the in- 
come account and the distribution of 
profits. 


THE NEW WAY TO NET PROFITS. 
By Fred W. Shibley, vice-president, 
Bankers Trust Company, New York, 
Published by Harper and Brothers, 
New York. 205 pages. Price, $3.00. 


A review of the complex mechanisms 
of market study, merchandising, dis- 
tribution, sales forecast, production plan- 
ning, budgetary control, management, 
research and analysis. The book is 
built on the thesis that there must be 
an unrestricted flow of information as 
between consumers and producers 
throughout the entire stream of dis- 
tribution to lead the country into last- 
ing prosperity. 


INDUSTRIAL EXPLORERS. By Mau- 
rice Holland, Director, Division of 
Engineering and Industrial Research, 
National Research Council. Published 
by Harper and Brothers, New York. 
338 pages. Price, $3.00. 


An interesting volume of short stories 
presenting the work, personalities and 
peculiarities of American leaders of in- 
dustrial research. Entertaining and en- 
tirely non-technical in character the 
book tells the stories of the modern 
wonders of industry, such as telephon- 
ing to Paris or the discovery of bake- 
lite, in the light of the little known in- 
dividuals who work behind the screen of 
scientific mystery. 


MANUFACTURING, A VOLUME OF 
INDUSTRIES OF AMERICA. Edited 
by Malcolm Keir, Professor of Eco- 
nomics at Dartmouth College. Pub- 
lished by The Ronald Press Company, 
New York. 611 pages. Price, $5.00. 


The first volume to appear of a series 
undertaking to give a comprehensive 
Picture, in readable terms, of American 
industrial development. It is a self- 
contained unit tracing the progress of 
manufacturing in general and by specific 
industries from the early days down to 
the present, but follows the basic idea of 
the series which is designed to throw 
new light on many economic problems, 
and enable correct evaluations to be 
made of many forces that are shaping 
the everyday lives of the population and 


Are you protected— 


or “economical”? 


F you should discover a shortage in the accounts of one 
of your trusted employees, wouldn’t you rather be 
able to issue a statement like this: 
“The bank holds policies of indemnity insurance from respon- 
sible companies, fully covering this shortage so that the bank 
will not lose a cent.” —From the New York Times 
—than one like the following, issued by the president of a 
small savings bank that was recently forced into a re- 
ceivership by the defalcation of an employee: 


“Levy was under bond, but unfortunately it was not large 
enough.” —From the Baltimore Sun 


When economy becomes expensive 


The practice of economy is to be desired in the manage- 
ment of any enterprise, but when it is carried to extremes 
it is apt to have painfully expensive consequences. 


Especially is this true. when applied to the purchase of 
insurance. Where, for instance, is the economy in paying 
premiums year after year for an amount of insurance that 
proves woefully inadequate when the “unexpected” 
happens? 


F & D Bankers Blanket Bonds provide complete protection 


From the standpoint of completeness, nothing can com- 
pare with the protection afforded by an F & D Bankers 
Blanket Bond. Issued only after a careful study has been 
made of each applicant’s individual requirements, F & D 
Bankers Blanket Bonds cover practically every conceiv- 
able contingency. And there’s a form to meet the needs 
of every bank, large or small. 


If you are not now carrying this desirable form of pro- 
tection, you will find it well worth your while to obtain 
all the facts concerning it. We will be glad to furnish you 
this information, either through one of our experts in 
the field, or by letter. A note or card stating which 
method you prefer will command instant attention at the 
Home Office. 


FIDELITY AND DEPOSIT 


COMPANY 


of Maryland 


BALTIMORE 


Fidelity and Surety Bonds— Burglary and Plate Glass Insurance . 


Representatives Everywhere 


bf An American company providing the best possible protection for American banks g 


= 
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National Bank of Commerce 
in New York 


Established 1839 


Chairman of the Board 
JAMES S. ALEXANDER 


President 
STEVENSON E. WARD 


Vice Presidents 


J. HOWARD ARDREY 
THOMAS W. BOWERS 
EMANUEL C, GERSTEN 


ROY H. PASSMORE 
EUGENE M. PRENTICE 
EVERETT E. RISLEY 


HENRY C. STEVENS 


Second Vice Presidents 


ROBERT E. BROOME 
HARRY J. CARPENTER 
HEROY Ill. DYCKMAN 
W. SPROULL GRAVES 
JOHN J. KEENAN 
ELLIOTT H. LEE 


Cashier 


JULIUS PAUL 


ROWLAND R. McELVARE 
JAMES M. NICELY 
JOHN B. PUTNAM 
EDWARD H. RAWLS 
HARRY A. REED 
HENRY T. SKELDING 


Auditor 
PAUL B. HOLMES 


Assistant Cashiers 


IRA W. ALDOM 
ELLSWORTH C. BISSELL 
FRANCIS W. BOEHM 

JAY E. BOTTOMLEY 
WILLIAM W. CREHORE, Jr. 
JAMES F. FARRELL 


MARSHALL B. HALL 
WILLIAM J. KISSELL 
HARRY F. LITTLEJOHN 
HERMAN SAFRO 
ROGER TOPP 

EDWARD VANDERPOEL 


Foreign Department 


Vice Presidents 


HARRY P. BARRAND 


Second Vice Presidents 
HERMAN G. BROCK 
FRANK STEMPLE 


FRANZ MEYER 


Assistant Cashiers 
HAROLD F. ANDERSON 
SAMUEL D. POST 


Manager 
EZRA C. BROWNELL 


Assistant Managers 


RALPH E. KIMPEL 


JOHN H. SCHWOON 


PHILIP F. SWART, Jr. 


Trust Department 


Vice President 
Cc. ALISON SCULLY 


Second Vice Presidents 
and Trust Officers 
BEVERLEY DUER 

MELVILLE W. TERRY 


Assistant Trust Officers 
THOMAS A. SHIELDS 
THOMAS ZABRISKIE 


Midtown Office 


Second Vice President 
JAMES S. ALEXANDER, Jr. 


Assistant Cashier 
ERNEST H. SCHNEIDER 


Assistant Manager 
FRANK C. RIGGS 


Capital, Surplus and Undivided Profits $70,000,000 


thereby rapidly moulding the destinies of 
the nation. 


AMERICAN INVESTMENT TRUSTS. 
By John Francis Fowler, Jr. Pub- 
lished by Harper and Brothers, New 
York. 390 pages. Price, $5.00. 

A discussion of the theory and prac- 


tice of American investment trusts, 
written primarily from the professional 
point of view, but designed also for the 
general investor. Critical analysis is 
made of the experience of investment 
trusts in this country with special effort 
to clear up misunderstandings that per- 
sist with respect to many phases of the 
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movement. The direct interest in invest. 
ment trusts of several classes of people 
such as the investor, the investment 
bankers, the security dealer, the com. 
mercial banker, trust officer, lawyer ang 
others, is carefully considered. 


ECONOMIC BRIEFS OF LATIN 
AMERICA. By Paul M. Atkins. Pyb. 
lished by Ames, Emerich & Co., jp. 
vestment bankers, New York. 154 
pages. 

A discussion, in concise, but compre. 
hensive fashion, of the economic devel. 
opment of the Latin American nations 
during recent years. The book is a 
companion volume to “Economic Briefs 
of Europe,” published last year. 


MONEY AND BANKING 
EDITION). By John Thom Holds- 
worth. Published by D. Appleton & 
Co., New York. 554 pages. Price, $3, 


A standard work revised after a lapse 
of five years, during which there have 
been new developments in such questions 
as branch banking, intermediate agri- 
cultural credit, time deposits, investment 
trusts, finance companies, Federal Re- 
serve policy, national bank charters, in- 
vestments and functions under the 
McFadden Act of 1927, international 
gold movements, and many others. 


(FIFTH 


CENTRAL BANKS. 
and W. A. Elkin. 
millan Company, 
pages. 

A study of the constitutions of banks 
of issue, with a foreword by Governor 
Montagu C. Norman of the Bank of 
England. The book examines the stat- 
utes which govern conduct of the vari- 
ous central banks, supplying the back- 
ground upon which an understanding of 
the policies of these institutions may be 
formed. 


By C. B. Kisch 
Published by Mac- 
New York. 383 


MONEY. By Frederick A. Bradford, 
Ph.D. Assistant Professor of Eco- 
nomics, Lehigh University. Published 
by Longmans, Green and Company, 
New York. 391 pages. Price $2.50. 
A text-book on the subject of money. 

The principles of money, rather than 
monetary practices, are emphasized 
throughout the book. Practical material 
is introduced for purposes of illustration, 
but monetary principles are nevertheless 
the central theme. 


THE BANKING PROCESS. By Rob- 
ert G. Rodkey, Associate Professor of 
Banking and Investments, School of 
Business Administration, University 
of Michigan. Published by Macmil- 
lan, New York. 


Professor Rodkey has written this 
book for the banker, bank clerk and 
intelligent layman and approaches the 
subject in a new way. 

Emphasis is placed upon the process 
by which the loans made by one bank 
become deposits of other banks and to 
what extent this makes possible the mul- 
tiplication of deposits on the banking 
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system as a whole on a basis of given 
reserve. 

A chapter is given to the changing 
status of commercial banking. Between 
1922 and 1927, he notes, that the time 
deposits of member banks reporting to 
the Federal Reserve Board, “increased 
by over 100 per cent while net demand 
deposits increased by less than 26 per 
cent. The total deposits of all stock 
and mutual savings banks for this same 
period increased by over 33 per cent, 
which seems to support the contention 
that the great influx of time deposits 
to the commercial banks was not at the 
expense of the savings institutions. 
Some persons maintain that the increase 
in time deposits of commercial banks 
and trust companies is due, partially at 
least, to an increasing tendency on the 
part of the banks to classify as time 
deposits many items which are in reality 
demand deposits, either by arrangement 
with their depositors or otherwise. The 
purpose is reported to be their desire 
to take advantage of the smaller reserve 
requirements for time deposits. It is 
possible that there is some factual basis 
for this theory but figures are not avail- 
able. Nevertheless one may properly 
wonder why this tendency should be 
more pronounced during the period of 
easy credit conditions than during the 
stringent period of 1914 to 1921. It 
seems more reasonable to assume that 
the portion of the increase which is not 
due to an increase in savings deposits 
proper is ascribable to the desire of 
corporations having surplus funds to 
place them in the banks in a form which 
will entitle them to a larger rate of in- 
terest than banks can properly pay on 
demand balances. But whatever the 
cause the fact remains that a relative 
increase in time deposits of such magni- 
tude connotes a corresponding change in 
the character of the commercial bank- 
ing system. It has tended, among other 
things, to render more obscure the lines 
of demarcation between the different 
types of banking institutions. To a 
greater extent than in the past it has 
fostered the department store idea as 
applied to financial institutions.” 


THIS ECONOMIC WORLD AND 
HOW IT MAY BE IMPROVED. 
By Thomas Nixon Carver and Hugh 
eas Published by A. W. Shaw 

0. 


In this book the authors offer a con- 
tribution to the solution of the great 
problem of sustained prosperity which 
is before us today. The beginning of 
the solution is a diagnosis of the actual 
state which exists in economic life. 

The first chapter entitled “The Great 
Escape” deals with the scattering of 
people, work, organization, protection of 
production, invention, responsible parent- 
hood, marriage, family property and bal- 
ancing the economic functions. These 
the authors state are the great escapes 
from want. 

_These “escapes” are excellent instruc- 
tions in the art of making a livelihood 
and are discussions of basic economic 
subjects which involve us every day of 
our lives, 


HE old con- 
Servativesecre- 
cy finds no place 
in this visibly 
modern banking 
room. With its 
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new low-type 
counter and its 
vault thus frank- 
ly exposed, it 
looks progressive. 


Showing Your Faith 


bY fener you must fill a vacancy—make a promotion—in your 

bank, what a satisfaction it is to find the “logical man” right 

at hand. He differs from the others by having sufficient ambition 

to have —— himself ahead of time for added responsibilities 
a 


by having 
future. 


ith enough to have invested time and energy in his 


Banks can well exercise that same sort of faith and ambition. 
Many a business man is looking for the logical bank to handle cer- 
tain business, and will place it with the bank that is evidently pre- 


pared to handle it. 


Recent years have added much to the scope of bank’s activities. 


Future years will add more. The banks which are known to be pro- 
gressive will be offered the opportunities. 

Important, among the signs of progressiveness in a bank, is the 
question of modern banking quarters. An up-to-date and properly plan- 
ned bank building does more than make it easier to operate efficiently. 
It tells the public, silently and powerfully, “Here is the logical bank.” 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS « ENGINEERS 


He” the bank’s building is able to influ- 
ence its business is discussed in the booklet 
“Building the Bank for Business.’’ Many 
actual photographs illustrate the text. Plans 
of recent buildings are included. 

The third edition, made necessary by the 
number of requests from bankers for this 
booklet, is revised with up-to-date data and 
illustrations. The coupon will bring you a 
copy, without obligation, by return mail. 


TILGHMAN MOYER Company, Allentown, Pa. 


Gentlemen: Without obligation, please mail 


me a copy of “Building the Bank for Business.” 


: 


Address: 


Other interesting chapters are “The 
Inventor and the Investor” and “How 
Long Will the Diffusion of Prosperity 
Last and What Will It Do to Us?” The 
first mentioned, “The Inventor and In- 
vestor,” shows in an interesting and 
somewhat humorous manner the neces- 
sity of the two men working together 
and, as the authors state, like two blades 
of a pair of scissors one is of no use 
without the other, and when one is dull 


it is more important to sharpen that 
one than to improve the other one. 

In the other chapter mentioned, “How 
Long Will It Last?” the factors which 
make for prosperity here and in other 
countries are discussed fully and the 
conclusion drawn that prosperity will 
diffuse instead of concentrate. 

The uses and abuses of prosperity are 
pointed out in the closing chapter. The 
whole schooling of the world, the au- 
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Your Customers Can 
Limit Their 
1929 Credit Losses 


They can set aside a certain percentage of their 


current profits as a bad debt reserve. 


From 


past experience they can determine about what 
this amount should be. But what if their bad 
debt losses exceed that figure? Exceed it by 


many thousands of dollars? 


Where, then, 


would their net profits be? This is a common 


experience. 


American Credit Insurance 


guarantees that one’s normal credit loss shall not 
exceed a certain maximum figure. Your patrons can 
determine the size of that figure NOW for 1929. 
NOTHING can then increase it. Instead, the nation- 
wide collection service which is a part of every Amer- 
ican Credit Insurance policy will undoubtedly RE- 
DUCE the amount of their normal credit loss as it has 
done for thousands of other Manufacturers and 


Wholesalers. 


Further information gladly sent upon request. 


lhe AMERICAN 


CREDIT~- INDEMNITY Co. 


OF NEW YORK 


J. F. M° FADDEN, presiDENT 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 

In Canada—Toronto, Montreal, Etc. 


thors remind us has been aimed at keep- 
ing the individual out of the light of 
poverty and dependence. He has been 
developed and made wise against 
dangers from that side but there has 
been noncomparable effort to so fortify 
him against the dangers which come 
from an abundance of prosperity. 


TRADE ASSOCIATIONS, THE 
LEGAL ASPECTS. By Benjamin 
S. Kirsh. Published by the Central 
Book Company, New York. 255 
pages. 

The author describes his work as hav- 


ing been written in an attempt to sur- 
vey the legal aspects of the activities 
of the post-war trade associations. The 
book considers what seem to be the most 
important trade association functions 
and problems generally encountered. 


MONEY, BANK CREDIT AND 
PRICES. By Lionel D. Edie, Pro- 
fessor of Finance, University of Chi- 
cago. Published by Harper & Broth- 
ers, New York. 493 pages. Price, 
$3.50. 


A text-book presenting a constructive 
analysis of the subject of money and 


standing of finance. 
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prices as the background for an unde. 
The book beging 
with a restatement of the theory of 
value of money, and proceeds to a ¢e. 
scription of the shifting sequences of 
prices, credit and production, Then 
follow a description of the bank mech. 
anisms of adjustments, a development 
of the technique of analysis useful to 
explain and predict price movements, 
and finally a critical evaluation of plans 
of price control. 


For Better Supervision 


OMMISSIONER of Finance of Mis. 

souri S. L. Cantley has set a prece. 
dent for state banking authorities jp 
the adoption of the plan for regional 
clearinghouse examination sponsored by 
the Clearinghouse Section of the Amer. 
ican Bankers Association. He has more 
than met the banks half way on the 
proposition—he is seeking to inaugurate 
the plan in his state. 

Urging adoption of the regional clear. 
inghouse plan at group meetings of 
Missouri bankers, Mr. Cantley says: 

“What the banks should do before 
the group meetings are held is to meet 
and discuss this proposition, determine 
whether or not they desire to become 
members for an experimental term of 
one year, and it certainly is worth that 
little cost and effort, and empower some 
officer of the bank to speak officially and 
authoritatively at the group meeting, 
for the proposition will come up through 
the committee on county organization 
for action at that time. Nothing dras- 
tic, nothing unusual and nothing that is 
calculated to injure in any way the in- 
dependent activities of any bank is 
thought of or will be attempted but, in 
the language of Franklin: ‘It begins to 
look pretty much like if we do not hang 
together we will hang separately,’ and J 
believe that ultimately, unless effective 
cooperation through effective supervi- 
sion is devised and made _ practical, 
branch banking or something akin to it 
is inevitable. The people want better 
banking, they want better supervision, 
they want more security and they are 
entitled to all.” 


Credit Bank Earnings 


HE Federal Farm Loan Board re- 
ports the total earnings of the twelve 
Federal intermediate credit banks for 
the nine months ended with Septem- 
ber 30, 1928, as $750,793 as compared 
with $786,343 for the corresponding 


period in 1927. Total earnings for the 
September quarter were $228,609 as 
against $263,609 for the same quarter 
in the previous year. 

On September 30 the total rediscounts 
of the twelve banks outstanding were | 
$50,878,301, of which $30,460,863 were 
=e agricultural credit corporations, 

2,725 for national banks, $304,795 for | 
state banks, $19,992,564 for livestock 
loan companies and $117,353 for savings 
banks and trust companies. 
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Life Insurance Trust 
(Continued from page 576) 


N the effort to ascertain the amount 

of insurance that was deposited un- 
der trust agreements, a questionnaire 
was sent to more than three thousand 
institutions, embracing all trust com- 
panies and banks with active trust de- 
partments. Each was requested to state 
the number of insurance trust agree- 
ments and the total amount of insur- 
ance deposited under these for the years 
1927, 1926, 1925, 1924 and 1923. 

While it is known that not all of 
the trust companies and banks which 
have been named as trustee under insur- 
ance trust agreements supplied the in- 
formation sought, the response was quite 
general and the spirit of cooperation 
shown was splendid. In some cases the 
institutions reported that their records 
would not enable them to state exactly 
how much insurance was trusteed, but 
invariably it was asserted that the busi- 
ness was showing a steady, year by year 
growth. Returns to the questionnaire 
were made by more than 1500 banks and 
trust companies, but only about 400 re- 
ported at that time having obtained 
trust business in this form. 


Startling Gain 


ASTING up the totals for the five- 

year period, it was found that the 
amount of insurance trusteed during 
1927 shows an 856 per cent gain over 
the total for 1928. The total for the 
past year was twice as large as that 
for 1926—and more than the combined 
total for the preceding four years. The 
rate of gain has been startling, and it 
would appear that the life insurance 
irust is the fastest growing form of 
fiduciary service. 

The outstanding reason for this 
growth is the desire of men to leave 
behind them an assured income and con- 
tinued protection to their families rather 
than a lump sum of money, which in 
many cases would be turned over to 
individuals unskilled in investment and 
otherwise subjected to the risk of dissi- 
pation. More and more the people of 
this country are thinking of their life 
insurance in the terms of the income 
that it will produce. And likewise the 
thoughtful man wants to leave his wealth 
surrounded by such provisions as to 
make it prove a blessing rather than 
acurse to his heirs. Under the life in- 
surance trust the trustee may be given 
the power to exercise discretion and to 
act in very much the same manner as 
the creator of the trust would if he were 
still living. As the trust can be made 
to fit the individual requirements of any 
case, it has a wide variety of adapta- 
tions. 

The figures for this five-year period 
are as follows: 


1927 1926 


Number of trusts. 
Amount 


5,296 
$276,785,000 
Expressed in round figures, the amount 
of insurance deposited under trust agree- 


ments in 1927 was twice as much as 


2,726 
$138,005,667 


in 1926, four times as great as in 1925, 
eight times as much as in 1924, and nine 
times as large as in 1928. 


Will Surpass All Records 


HE total amount for this five-year 
period is $541,337,958. As has been 
stated, this does not include the insur- 
ance trusts that have been drawn by 
a number of trust companies and banks, 


1925 1924 1923 


1,329 675 481 
$64,795,650 $32,907,801 $28,842,954 
a few of which are known to have a con- 
siderable amount of this type of busi- 
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OF THE UNITED STATES 


has used 


Sargent & Greenleaf 


Time and Combination Locks 


as standard equipment 
for over a half century 


In the stalwart seventies, Mr. James 
Sargent, founder of this company, was 
granted permission to test the secur- 
ity of the Combination Locks then in 
use in the United States Treasury. 
He succeeded in picking nearly all 
of them, and the Government, noting 
the superior and ingenious construc- 
tion of his locks, transferred its 
patronage to Sargent & Greenleaf. 
Since that time, more than 50 years 
ago, the United States Treasury has 
specified S&G locks. For complete 
information on S&G Time and 
Combination Locks, address: 


Sargent & Greenleaf, Inc. 


ROCHESTER, NEW YORK 


Makers of good bank locks for Main Vault Doors, Vault Day Gates, Cashiers’ Lockers, 
Emergency Doors, Tellers’ Wickets, Tellers’ Cages, Safe Deposit Boxes, Grille Gates. 


ness. There is every indication that 
the volume of insurance trust business 
written during the first nine months of 
1928 will surpass all records for any 
other corresponding period. After con- 
sidering all of the data, it may be esti- 
mated that more than three-quarters of 
a billion dollars in life insurance is now 
covered by trust agreements. 

From the experience of the trust com- 
panies and banks reporting, it may be 
observed that the size of the average 
life insurance is $53,800. ; 

Michigan ranks first among the states 
in point of the amount of insurance de- 
posited under trust agreements, while 
Pennsylvania is second, New York third, 
Ohio fourth, and Illinois fifth. The trust 
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192__ No. 


The Farmers National Bank ----- 


Is Your Check an 


Unpiscoveren ASSET ? 


OUR CHECK can express—to even a casual 
observer — your bank’s eagerness to serve 
—and its trustworthiness to care for the 


The illustration below 
shows what happens 
when an alteration is 
attempted cn one of 
the Wroe Nonalter- 
able Bond Tints. 


depositor’s funds. 


Your symbol of service can be displayed 
more dramatically and effectively on the solid 
color of Wroe Nonalterable Bond than on any 


patterned paper. 


Ask your lithographer or 


printer to show you personalized 
checks on Wroe Nonalterable 
Bond — tinted. 


W. E. WROE & Co. 


(Producers of Construction Bond ) 


22 West Monroe Street, Chicago 


companies in Detroit appear to have 
been more successful than those in any 
other city in developing this form of 
trust service. It is in this city that 
the institution which enjoys the distinc- 
tion of having written the largest 
amount of business during 1927 is 
located. 


Many Just Starting 


HILE there were sixty-nine institu- 
tions which topped the million- 
dollar mark during 1927, some of these 
trust companies and banks were in the 
smaller cities. This demonstrates that 
there is a field for the life insurance 


trust in the smaller centers as well as 
in the metropolitan districts. It should 
be kept in mind, however, that many 
institutions are just starting to develop 
the life insurance trust, and a consider- 
able number of trust companies and 
banks will put their first business on 
the books during the present year. 

There was only one institution that 
obtained more than $20,000,000 during 
1927. 

One reported between $15,000,000 and 
$20,000,000. 

Seven came in the class between 
$5,000,000 and $10,000,000. 

Six reported between $3,000,000 and 
$5,000,000. 


There were seventeen institutions that 
secured between $2,000,000 and $3,000,- 
000, while a total of forty institutions 
reported that their life insurance trust 
business ran between one and two mil- 
lion dol'ars for the year of 1927. 

There were forty-three which reported 
the total value of insurance deposited 
under trust agreements during this year 
ranging from $500,000 and $1,000,000, 


Waking Up 


7 addition to these institutions which 
were successful in obtaining these 
larger amounts, there were more than 
300 banks and trust companies that 
had been named as trustee under jn- 
surance trust agreements. In some 
states the local tax laws against funds 
held in trust estates have militated 
against the development of this form 
of fiduciary service. In one state the 
trusteeing of life insurance was dis- 
couraged for a while because it was 
feared that this act might violate the 
statute against accumulations, but this 
obstacle was later removed by a suit- 
able amendment to the laws. Trust 
companies in another commonwealth 
have hesitated about entering this field 
because they feared the distinctive code 
in their state prohibiting the making of 
a trust for a period of more than ten 
years might bar them from doing this 
type of business. 

While the development of the life in- 
surance trust might be characterized as 
“spotty,” and local conditions have inter- 
fered in some cases, the survey reveals 
that banks and trust companies in all 
parts of the country have become awak- 
ened to the possibilities of serving their 
communities by this modern device. 


Foreign Trade 


(Continued from page 555) 


vast amount of our tourist expenditures 
abroad which really constitute an im- 
port. 


On the Alert 


EVERTHELESS, it must be recog- 

nized that since we are now a credi- 
tor nation, exporting requires special ef- 
fort. This is particularly true as re- 
gards manufactured goods. If our 
manufacturers are to sell their goods in 
foreign markets, they must devote at 
least as much attention to foreign sales 
as to domestic sales. They must study 
the conditions in and the requirements 
of foreign countries; they must under- 
stand the methods of doing business 
abroad in all its ramifications and must 
ever be on the alert to maintain or in- 
crease their sales abroad. 

Fortunately for those interested in ex- 
porting, abundant facilities are at hand 
for acquainting them with opportunities 
for export trade and with facts as to 
economic conditions and methods of do- 
ing business in foreign countries. The 
Department of Commerce, through its 
regional, commodity and technical divi- 
sions in Washington, its district and co- 
operative offices in a large number of 
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cities throughout the country, and its 
commercial attachés and trade commis- 
sioners scattered over the world, has 
puilt up a large and effective organiza- 
tio for this very purpose. This or- 
ganization is equipped to assist begin- 
ners in export trade as well as those 
who have had long experience in export- 


.™ inland banker cannot keep aloof 
from such an important activity as ex- 
port trade. Export trade in one form or 
another affects every hamlet in the land. 
Scattered through the country are 
scores of cities and towns that contain 
one or more manufacturing plants, part 
of whose product is sold abroad. The 
prosperity of those places depends in 
varying measure on the export sales of 
such plants. The bankers in those cities 
and towns must be aware of that fact. 
And yet many of them may never have 
concerned themselves with export trade 
sufficiently to enable them to give ad- 
vice to their clients on that subject. In 
order that bankers may render complete 
service, they should understand the full 
significance of export trade. They 
should realize that every manufacturing 
concern in their territory is a poten- 
tial exporter and that an effective way 
to increase the business of the com- 
munity and therefore their own busi- 
ness is to assist their clients in entering 
export trade, whenever such an oppor- 
tunity arises, or in extending the export 
sales of such clients as may have entered 
this field. 

In many places the local banker may 
not be able to finance the export busi- 
ness of his clients, especially when the 
amounts involved are large, but he can 
arrange with his correspondents in the 
larger cities to attend to the financing 
and thus maintain contact with all 
phases of his clients’ business. The 
banker should know whether this ex- 
port business is being conducted along 
sound lines and is producing a profit, if 
he is to have a correct understanding of 
the credit position of his clients. More- 
over, if the individual banks are to meet 
the competition of the branches of 
larger banking institutions in their ter- 
ritories or-are to hold accounts against 
the solicitation of local representatives 
of banks in the principal banking cen- 
ters, they must be prepared to assist 
those clients who are doing an export 
business. 


To Keep in Step 


HE inland banker should know that 

in export trading the tendency is to 
do business directly with foreign buy- 
ers rather than through intermediaries. 
When an export order is received and 
handled by an intermediary, the manu- 
facturer who furnishes the goods has 
no particular problems to solve; so far 
as he is concerned the sale is practi- 
cally a domestic sale. When, however, 
the manufacturer undertakes to make 
direct sales abroad, many problems arise 
on which the local banker can generally 
be of assistance, even if it be merely in 
indicating reliable sources of informa- 
tion on these problems. In any case the 


LOUISVILLE 


Louisville, 


deep; four stories; to be 


under construction by us 


Carbondale Nat’l Bank, 
Carbondale, Ill 


South Side Trust Co., 
St. Louis, Mo 


Home Banks - - - 
First Nat'l Bank 


First Nat'l Bank - Abingdon, Ill 


SAINT LOUIS 


BANK & TRUST COMPANY 


Now under construction; 75 feet wide and 175 feet 
completed March, 1929. 


A partial list of banks now 


shall be glad to 


Ripley Nat'l Bank - Ripley, Ohio 
Elgin, Ill. 
- Wellston, Mo. 
Chippewa Trust Co. -St. Louis, Mo. 
First Nat’! Bank - Loveland, Colo. 
Sedalia Nat’l Bank - Sedalia, Mo. 


ST. LOUIS BANK BUILDING 
AND EQUIPMENT COMPANY 


Designers, &ngineers and Builders for Banks Gxclusively 
CHICAGO 


NATIONAL 


Kentucky 


explain our Service, 
which includes: 


Preliminary Surveys 
Architectural Designs 
Engineering 
Construction 
Interior Equipment. 


MEMPHIS 


banker should be prepared to advise his 
client whether direct trading is best 
suited to his particular business. 

Bankers in those cities and towns in 
which some concerns are already en- 
gaged in export trade or might enter 
that trade, would not find it difficult to 
inform themselves on the general phases 
of exporting and to keep in touch with 
foreign trade developments. If they are 
at all interested in the subject, they can 
get in touch with the Bureau of Foreign 
and Domestic Commerce at Washington 
or at any of the district and coopera- 
tive offices of the Bureau which are 
equipped to help the banker serve his 
clients in all phases of export trade pro- 
motion. 


Thrift Week 


ATIONAL thrift week will be ob- 
served in 1929 from Jan. 17 to 
Jan. 23, inclusive, the National Thrift 
Committee announces. The seven days 
are scheduled for specific activities as 
follows: Thursday, Jan. 17, National 
Thrift or Bank Day; Friday, Jan. 18, 
National Budget Day; Saturday, Jan. 
19, National Life Insurance Day; Sun- 
day, Jan. 20, National Share with Others 
Day; Monday, Jan. 21, National Make 
a Will Day, and Wednesday, Jan. 23, 
National Safe Investment Day. 
National Make a Will Day, which is 
of special interest to trust departments, 
has been restored to the week’s calendar. 
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The New York 
Trust Company 


Capital, Surplus and Undivided 
Profits»... 


$34,000,000 


FOREIGN 
and DOMESTIC 
BANKING 


Fiduciary Service 


I00 BROADWAY 
40TH STREET AND MADISON AVENUE 
5'7TH STREET AND FIFTH AVENUE 


A Banner Year for Savings 
(Continued from page 536) 


over last year, with a per inhabitant 
savings of $31. Missouri, which last 
year showed a material loss in savings 
over the preceding year and whose 
southeastern border suffered both the 
ravages of floor and of tornado, has 
staged a remarkable comeback with a 
savings increase of almost $86,000,000, 
which is a gain over the previous year 
of $24 per inhabitant, or a percentage 
gain of 25.8 per cent. Her manufac- 
turing industries have been busy; mining 
was sustained; and the farmers have 
profited through high prices of livestock. 


Last year three states in the East Cen- 
tral group showed a loss in savings de- 
posits. This year every state registers 
a gain per inhabitant with the exception 
of Minnesota, which, although reporting 
a gain of $7,000,000 over last year in 
total savings, does not show a gain per 
inhabitant because of an increase in 
population. Indiana, despite the keen 
competition for savings in that state, 
gained $5,000,000. Illinois, which is one 
of the eight states whose savings de- 
posits are in excess of $1,000,000,000, 
had a gain of $18 per inhabitant over 


December, 1998 


the preceding year; and Michigan, an. 
other of the big eight, a gain of $10, 
Wisconsin follows with a gain of $6 per 
inhabitant, and Iowa with a gain of $2, 

The West Central states, where ap- 
palling losses were registered lasi year, 
for the most part had a remarkable 
turn-around this year. In some sections 
of this area it is not possible to deter. 
mine the extent to which any one of 
several causes—poor crops or low prices 
—has operated in the fluctuation of de. 
posits in banks over the past several] 
years. There is no doubt that the lack 
of a proper showing caused by these 
factors is at the basis of the economic 
and political unrest manifested for sey- 
eral years. 


A Revealing Picture 


Fie story revealed by individual de- 
posits and savings deposits in the 
banks of North Dakota for the period 
1919-1928, inclusive, indicates to some 
extent the mark which the overwhelming 
post-war depression left on part of this 
area. As of June 30, 1919, individual 
deposits in that state were in excess 
of $195,000,000, with savings deposits 
representing 60 per cent of this sum, 
or an amount in excess of $117,000,000. 
From that date until June 30, 1928, 
there has been a constant seesawing 
of deposits, both individual and savings, 
until, by June 30, 1928, individual de- 
posits stand at slightly less than $130,- 
000,000 and savings deposits at about 
$76,000,000, or 59 per cent of the indi- 


- vidual deposits. 


In 1923 the law guaranteeing bank de- 
posits was repealed. As of June 30 of 
that year, individual deposits were in 
excess of $162,000,000, reported by 648 
state banks and 184 national banks. By 
June 30 of the following year individual 
deposits in banks had decreased almost 
$31,000,000, and the number of state 
banks had decreased from 648 to 518 
and the number of national banks from 
184 to 165. It is impossible to estimate 
the relative importance of the several 
factors in explaining the fading out of 
the picture within one year of almost 
one-fifth of the individual deposits. 


A Golden Flood 


YOMING is another state in which 

there has been considerable see- 
sawing of deposits since the close of 
the World War. Its mineral industry, 
including oil, is its source of greatest 
wealth. Its agricultural industry, in- 
cluding livestock, is second, and experi- 
enced a banner year in 1927. The re- 
covery of cattle prices and the higher 
returns from wool tended to increase the 
prosperity of the state. 

In most of the states of this group 
a more satisfactory condition obtains 
this year than last. Oklahoma had a 
gain in savings per inhabitant of 10 
per cent over last year; New Mexico, 
19 per cent; Colorado, 5.9 per cent; Wyo- 
ming, 8.7 per cent; Kansas, 6 per cent; 
South Dakota, 2.1 per cent, and Mon- 
tana, 53.4 per cent. The amazing gain 
in Montana brought from Mr. A. J. 
Lochrie, the superintendent of banks, 
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in response to inquiry, a statement that 
the good crops, improved prices for live- 
stock, increased activities in industrial 
centers, and return of confidence in banks 
were the factors contributing to the 
noticeably improved conditions there. 

A source of income which is coming 
to be appreciated and which will with- 
out doubt increase throughout the years 
is the tourist business in some parts of 
the West Central states. Hundreds of 
thousands of people are now visiting the 
great playgrounds of the nation in these 
states, dispensing a golden flood. As the 
highways come to be improved, the num- 
ber will be greatly increased. Next to 
agriculture and livestock, and in some 
districts mining, the scenic advantages 
will constitute a great resource. 

Of the six groups in the United 
States, the Pacific states rank third 
in savings deposits per inhabitant, hav- 
ing $272 against $560 for New England 
and $431 for the Middle Atlantic states. 
This group is followed by the East Cen- 
tral states with $198, the West Central 
states with $86, and the Southern states 
with $63. 

Every state in the Pacific group has 
had a decided gain over the preceding 
year. Washington adds $6 per inhabi- 
tant, a gain of 4.7 per cent; Oregon, $7, 
a gain of 5.4 per cent; California, $10, 
a gain of 2.5 per cent; Idaho, $6, a gain 
of 10.7 per cent; Utah, $9, a gain of 
7 per cent; Nevada, $21, a gain of 8.1 
per cent, and Arizona, $7, a gain of 
11.7 per cent. 

The collapse of the copper industry 
and the cattle growing industry follow- 
ing the World War naturally curtailed 
the individual deposits, but affected more 
seriously saving deposits in Arizona. 
Here, too, the pendulum has swung for 
several years. Last year, however, a 
gain of $3 per inhabitant in savings 
deposits was reported. This year the 
gain is $7, or 11.7 per cent, over last 
year. The cattle industry is again pros- 
perous, copper is on the up-grade, and 
during the last few years the state has 
attracted many winter visitors. 

Washington, Oregon, and California 
constitute an empire in themselves, 
with the greatest variety of climate 
and products. Washington leads all 
the other states of the Union in the 
cutting of lumber. Every kind of fruit 
known tu the temperate zone is pro- 
duced in this state and Oregon, and 
quantities are shipped to the Eastern 
markets. Although lumber products 
have not been so profitable during the 
past year, the higher prices for wool, 
dairy, and agricultural products and 
fisheries have placed these states in the 
prosperous class. 

California has a climate admirably 
adapted to the intensive cultivation of 
many kinds of fruits and the growing 
of choice agricultural products. Manu- 
facturing has been developed on an in- 
creasing scale. Petroleum, which has 
been found in large volume, constitutes 
a profitable product for export. Sav- 
ings deposits have undoubtedly been in- 
creased by a considerable volume of 
money brought into the state by the 
great tide of immigrants which have 
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National Union 
Mortgage Bonds 


Your Property is Protected 
...Why not Your Money? 


p 2 Hk CREATION of an insured class on invest- 
ments was one of the most important and 
constructive steps in the whole field of finance. 


Banks, 


Trust 


Estates, 


Insurance Companies, 


Associations and many other Financial Organiza- 
tions are investors in National Union Mortgage 


Bonds. 


Under the rigid inspection of the most 


critical finance committees they meet every essen- 


tial requirement. 


The underlying mortgages or bonds are irrev- 
ocably guaranteed both as to principal and inter- 
est by one of the following Surety Companies: 


United States Fidelity & Guaranty Co., Baltimore 
Fidelity & Deposit Co.. Baltimore 
Maryland Casualty Co., Baltimore 
Vational Surety Co., New York 


Write today for descriptive literature 


NATIONAL UNION MORTGAGE CO. 


BALTIMORE, 


MARYLAND 


MACKUBIN, GOODRICH & CO. 


Fiscal Agents 
111 E. Redwood Street 


Established 1899 


Baltimore, Maryland 


come there from all parts of the United 


States. California is a member of the 
big eight and is within striking distance 
of that small group of states whose sav- 
ings deposits are $2,000,000,000 or more. 

Notable among the states showing a 
large increase per inhabitant is Nevada, 
which in 1925 had a gain of $21; in 
1926, $24; and in 1927, $10 per in- 
habitant. 

In our report of 1926, an analysis, by 
type of banks, of savings deposits was 
made. In 1912, 82 per cent of the total 
volume of savings was found in state 
chartered institutions and private banks, 
while 18 per cent was in national banks. 
Since that date reports show an in- 
creasing tendency for banks, irrespective 


of type of charter, to give greater atten- 
tion to the savings business. The sharp 
reduction from 5 per cent to 3 per cent 
of reserves required against time de- 
posits by the amendment of 1917 to the 
Federal Reserve Act augmented the 
tendency so that, as of 1926, 75 per cent 
of savings deposits was found in state 
banks and 25 per cent in national banks. 
By 1927, 72.8 per cent only was found 
in state banks and the balance in na- 
tional banks. This year 71.6 per cent 
is found in state banks and 28.4 per cent 
in national banks. Thus, the evening-up 
process continues. This general seeking 
of savings deposits by all types of banks 
may help to explain the constantly in- 
creasing number of savings depositors. 
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Railroads 
Illinois Central R.R. Co. 


New York Central R.R. Co. 
Northern Pacific Ry. Co. 
Pennsylvania R.R. Co. 
Southern Pacific Co. 
Southern Railway Co, 
Union Pacific R.R. Co. 


Standard Oil Group 


Standard Oil Co. of Cal. 
Standard Oil Co. of Ind. 
Standard Oil Co. of N. J. 
Standard Oil Co. of N. Y. 
Vacuum Oil Co. 


tached to certificates. 


Smith, Burris & Co. 


120 So. La Salle Street 


L 


Each Fixep Trust SHare represents a 1/1000th partici- 
pating interest in property (deposited with the trustee), 
consisting of cash and a unit of common stocks of the fol- 
lowing nationally known basic American industries: 


Louisville & Nashville R.R.Co. 


FIXED TRUST SHARES 


American Basic-Business Shares Corporation 
Depositor 
67 Wall Street, New York City 
The Equitable Trust Company of New York 
Trustee 


Industrials 


American Can Co. 

American Radiator Co. 
American Tobacco Co. “B” 
duPont (E. I.) de Nemours &Co. 
Ingersoll-Rand Co. 
International Harvester Co. 
National Biscuit Co. 

Otis Elevator Co. 
Timken-Roller Bearing Co. 
United Shoe Machinery Corp. 
United States Steel Corp. 
Woolworth (F. W.) Co 


Utilities and Quasi- 
Utilities 
American Tel. & Tel. Co. 
General Electric Co. 
Pullman, Inc. 
Western Union Telegraph Co. 
Westinghouse Elec. & Mfg.Co. 


Dividends are payable semi-annually against coupons at- 


Fixep Trust SwHares are sold to investors by established~ . 
investment houses and banks in most of the important cities 
of the United States and in several foreign countries, and 
are wholesaled to dealers by the following firms; 


F. J. Lisman & Co. 


44 Wall Street 
New York City 


for Eastern section of the United States 
and foreign countries 


Ross Beason & Co. 


Salt Lake City 


il 
for 


Chicago, Utah 
for Centra! section of Western section of 
the United States the: United States 


Plucking Profits from the Air 


(Continued from page 534) 


each morning so that it will be pos- 
sible to mail a letter early one morning 
in New York or San Francisco, and 
have it delivered the next business day 
at the other terminal; in any event such 
mail will be only one business day en 
route. Under the present schedule mails 
arrive at either terminal in the eve- 
ning, so that it cannot be delivered un- 
til the following day. In practical re- 
sults the new arrangement will mean 
the saving of an entire business day in 
the service. It is a great improvement 
but it represents increased investment. 

The most important development in 


the air transport service since its 
beginning, however, has been the revo- 
lutionary change in its business caused 
by successive reductions in postal rates 
and particularly the great reduction in 
the ordinary letter rate effected last 
spring. When the air mail was first es- 
tablished upon a national basis, the 
charge for mail was fixed upon the prin- 
ciple of zone limits. It cost a certain 
amount to forward a letter to the lim- 
its of the first zone, so much additional 
to the limits of the second zone, and so 
on until a transcontinental letter cost 
nearly half a dollar for the first half 
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ounce. As the service developed, how. 
ever, it was found feasible to discarg 
the zone system and substitute a figt 
rate of ten cents for a half ounce fo, 
any distance. This reduction led to im. 
mensely increased business and _ 
dentally to a large increase in the prof. 
its of the Postoffice Department. 

Under the system of competitive bids 
for carrying the mails upon which the 
Department was authorized by Con. 
gress to let contracts, the expected cost 
of $3 per pound for transport was 
greatly reduced. Thirty-two half ounce 
letters at ten cents per half ounce 
brought a revenue of $3.20 to the goy- 
ernment, or a profit of twenty cents per 
pound over the anticipated cost. With 
the reduction in costs of carriage, the 
profit of the government became several 
times twenty cents a pound. 

So great was this unexpected profit 
that last spring the Postoffice Depart- 
ment was able to take the next step 
in popularizing the air mail service by 
reducing the rate to five cents for one 
ounce or fraction thereof for any dis- 
tance. The volume of air mail doubled 
in six weeks, and has been increasing 
ever since. The revenue of the carriers 
has so increased that eventually they 
can reduce their charge for transport- 
ing the mails while at the same time 
increase their earnings. It is merely 
another illustration of the great Ameri- 
can business principle of a large vol- 
ume of small profits instead of a small 
volume of large profits,—quantity pro- 
duction in mail carrying as in manv- 
facturing. 


Subsidized Air Lines 


NOTHER factor in the situation 
which emphasizes the stability and 
permanence of air transport as a com- 
mercial undertaking is in the fact that 
this immense development in all branches 
of commercial aviation in the United 
States has been attained without any 
adventitious aids from the government 
or from any source in the way of sub- 
sidies or subventions. The business has 
been established upon a strict, commer- 
cial, competitive basis. The United States 
is the only country in the world where 
there has been such development of air 
transport without government aid. 
Much is said and written of the de- 
velopment of air services in Europe, and 
not always with credit to the United 
States. That there has been great de- 
velopment in Great Britain, and espe- 
cially on the continent, is undeniable, 
but it has always been secured with 
government subsidies or other aid and 
still rests largely upon a subsidy basis. 
Germany is paying its air services dur- 
ing the current year a national subsidy 
of 43,803,500 marks, with local aids from 
municipalities amounting to almost as 
much more—a total of something like 
$20,000,000 for the year. France has 
subsidized its air lines for the current 
year to the amount of 115,000,000 francs, 
or about $4,500,000. Great Britain has 
subsidized Imperial Airways, Ltd., upon 
a generous although decreasing scale, 
while the notable air services of Holland 
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operate under more or less generous 
government aid. 

Even with subsidies, few of the Euro- 
pean concerns are operating at a sub- 
stantial profit. Most of these concerns 
are in reality the basis of possible war 
service; some of them are operated un- 
der the expectancy that air transport 
can be so developed under the subsidy 
system that in time it will prove a finan- 
cial success On a commercial basis. By 
contrast, the strength and stability of 
the air transport business in the United 
States, based upon commercial and com- 
petitive conditions from their inaugura- 
tion, speak for themselves. Investors in 
air transport in the United States do 
not depend upon the favor of govern- 
ments or adventitious circumstances for 
their profits. Theirs is a private com- 
mercial undertaking, and they stand or 
fall upon that basis. 


Undisclosed Profits 


HAT are the real profits of this 

business? The fact’ is that no one 
but the operators of the various lines 
knows. In the first place, it is difficult 
to secure reliable data as to the opera- 
tion of the lines both because there is 
nothing in the laws of the United States 
at the present time to compel returns 
from the operators and also because the 
business is developing so rapidly that 
statistics which are up to date today 
are out of date tomorrow. The plain 
fact of the matter is that the operators 
as a rule are not willing to disclose 
their earnings. Estimates are possible 
which indicate not only the possibilities 
but some of the actual results. The im- 
mense development of the business in it- 
self is an indication of the profits to be 
derived from it. 


Two of the transcontinental route or- 


ganizations have capitalization running 
well into seven and eight figures, but the 
real business on which the capitalization 
is based has been developed out of small 
beginnings and largely out of earnings. 
In 1927 eight of the twenty concerns 
then operating reported that they had 
earned a profit; their income totaled 
$1,840,333 and their expenses amounted 
to $956,570, leaving a profit of 28.06 per 
cent on their investment. Since - that 
time at least six other operators have 
placed their business on a_ profitable 
basis. One other, the Ford concern, is 
operating its lines largely in an ex- 
perimental way and is not expected to 
return a profit, while two lines are so 
located and are of such short mileage 
that they do not secure enough mail 
poundage to make them profitable and 
probably will not be profitable unless 
there is further development of the pas- 
senger business, which seems possible. 
The remaining concerns are developing 
business rapidly and will undoubtedly be 
on a profit-paying business for the cur- 
rent year. 


A Fabulous Figure 


AS above indicated, the mail carrying 
business is the heart of the entire 
enterprise; yet the fact must not be 
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censed robbers in every 


material check-up. 


and figures — its orderly 


its light on Costs—and, 


greater wastes. 


PITTSBURGH 
WHEELING 
ERIE 
ATLANTA 
MIAMI 
TAMPA 
CINCINNATI 
DAYTON 
LOUISVILLE 
HUNTINGTON 
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AKRON 


NEW YORK 
PHILADELPHIA 
BOSTON 
PROVIDENCE 
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RICHMOND 
WINSTON-SALEM 
WASHINGTON 
BUFFALO 
ROCHESTER 
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TOLEDO 
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MEMPHI 
KANSAS 
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CENVER 


The Greater Wastes 


The Greater Wastes are the wastes of mind, 
not of matter—wastes of mental energy rather 
than in material things. Fear, doubt, uncer- 
tainty, indecision, procrastination are the unli- 


the greatest mental waster of them allis worry. 


These greater wastes seem greater in Busi- 
ness because, of a!l human activities, Business 
presents the closer, more visual, and more 


While Modern Accountancy is no cure-all 
for the lack of mind— it is a stop-cock for 
these greater mental wastes. 


perception of the practical meaning of facts 


and Method in Management, the assurance 
of its Detailed Audit, the guide of its Budget, 


of its Control, are lessening every day the 


ERNST & ERNST 


ACCOUNTANTS and AUDITORS 
SYSTEM SERVICE 


CANTON 
COLUMBUS 
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mental territory. But 


Its enlightened 


application of System 


above all, the security 


AND NEW ORLEANS 
JACKSON 
DALLAS 

FORT WORTH 
HOUSTON 

SAN ANTONIO 
waco 

SAN FRANCISCO 
ANGELES 
SEATTLE 


CHICAGO 
MILWAUKEE 
MINNEAPOLIS 
ST. PAUL 
INDIANAPOLIS 
FORT WAYNE 
is DAVENPORT 

s DETROIT 

CITY GRAND RAPIDS 
KALAMAZOO 


TOWN 


overlooked that several lines are highly 
profitable on the basis of passenger and 
express business alone. With the im- 
mense increase in the volume of the air 
mail which has followed the reduction 
in postal rates, the earnings of some 
of the mail carrying lines have increased 
to almost a fabulous figure. 

In the month of September the Post 
Office Department paid the carriers of 
the inland mails over the twenty-seven 
routes a total of $843,532 for the trans- 
port of 423,838 pounds of mail over 
749,156 miles, or at the average rate 
of $1.126 per mile flown. The Salt Lake 


City-Los Angeles service, however, was 
paid $131,070 for 40,800 miles flown, 
or over $3 per mile; the Boston-New 
York service earned over $2 per mile; 
the Chicago-St. Louis service earned a 
little less than $2 per mile; the Cleve- 
land-Pittsburgh service about $2.20 per 
mile; the returns for other service rang- 
ing downward to as low as twenty-six 
cents per mile for one service ‘out of 
Cleveland. The average airplane mile 
cost in 1927 ranged from forty to sixty 
cents. The earnings of one concern in 
the West for the month of September 
on its mail contract alone are placed at 


|_| 
, 1928 
how. 
Scard 
flat 
for | 
inci- | / 
| 
bids | | 
the | | 
Con- | 
cost | 
was | | 
unce 
unce | | 
gZov- 
| 
Vith | | 
| 
eral | | 
| Hill 
rofit | | | 
| 
step 
: | 
one | | | | | 
dis- | 
bled | | | 
iers | | 
hey | | 
ort- | 
ime | | 
eri- | 
vol- 
all | 
0- | 
| | | 
| 
bod 
| 
ion | 
and | 
»m- 
hat : | | 
hes | | | 
ed 
ny | 
as | | 
| 
es | 
} 
| | 
nd 
le- 
le, 
th 
d 
s. 
T- 
ly 
m 
AS 
e 
AS 
t 
s, 
1S 
mn 
e, 
d 


More pro 


from present depositors 


By offering your depositors bonds 
recommended by The National City 
Company you not only create another 


source of profit for your bank, but also 


give your customers the benefits of 
National City knowledge of bonds and 
bond markets. The world-wide facilities 
of this Company are available to you 


whenever you say the word. 


May we send you our special Bankers’ 
List? It will keep you in touch with 


attractive current offerings. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS + SHORT TERM 


about $90,000, at which rate its profits 
for the year will amount to several times 
its capital. 


Long Unbroken Flights 


ie requires little calculation to realize 
that with such earnings some of the 
lines, even after due allowance for heavy 
insurance and possible losses from acci- 
dents, are highly profitable; nor is it 
surprising that the heaviest traffic and 
most profitable business are in the West, 
where the combination of heavy traffic 
with long, unbroken flights give the 
freest scope to the airplane. Moreover, 
while most of the mail carrying concerns 
avoided passenger business in the earlier 
period of their operation, they are gradu- 
ally taking up the carrying of passen- 


NOTES 


ACCEPTANCES 


gers and are developing a business in 
this branch of the service which is in- 
creasing their earnings very materially. 

The earnings of some of the lines on 
mail contracts of late have been such 
that there is talk in Washington of a 
revision of the contracts so as to bring 
the earnings to a more reasonable level, 
adopting a sliding scale so as to enable 
the weaker lines to earn a fair return 
on their investment without permitting 
the stronger lines to overdo the matter. 
In a general way, however, the policy 
of the government has been liberal, so 
as to enable all of the lines to earn some- 
thing more than ordinary returns on 
their investment. After all, these lines 
have had the work and the risk of pio- 
neering in the business, and merit some- 
thing more than the returns normally to 
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be anticipated in a long-established and 
stabilized transportation enterprise, 

With all the conservatism that one 
can muster in contemplating a business 
of such rapid development, and with 
such possibilities and with due allow. 
ance for the effect of the romance of 
it all, it must be admitted that the air 
transport business in the United States 
offers great opportunities for profit 
upon a stable, established and reliable 
basis. There is no longer in the busgj- 
ness any element of gambling on possi- 
bilities. There is mail and there are 
goods and passengers to transport, and 
the means of transport have been g9 
stabilized and strengthened, and yep. 
dered so comparatively safe and de. 
pendable, that the volume of probable 
business over any proposed route can be 
calculated with as great a degree of ac. 
curacy as in any other business. What 
remains to make such a business profit- 
able, therefore, is merely ordinary good 
management and careful husbanding of 
resources and the adoption of recognized 
business means to definite business ends, 
and it may confidently be relied upon 
that the American business men will 
see to it that these requirements are met 
in full measure. 


Chicago’s New Banking 
Era 


(Continued from page 531) 


greatness until the industries behind 
them had begun to produce more capital 
than they could use. It was only when 
those cities or communities began to loan 
more capital than they borrowed that 
their banking power developed. Only 
recently did the Chicago area turn from 
a debtor to a creditor position. This is 
another justification for the belief that 
the present time marks the beginning of 
a new era for finance in the Middle 
West. 


Within the Last Year 


M* own experience as a financial re- 
porter and editor in Chicago covers 
less than twenty years, and yet the finan- 
cial development of that period is as re- 
markable as the presence of skyscrapers 
in what were cabbage patches twenty 
years ago. 

In 1908 there was but one banker in 
Chicago who was credited with having 
outstanding ability and experience in 
matters of foreign finance and foreign 
exchange, and entitled to play checkers 
with bankers in New York, London, Am- 
sterdam and Paris. Ten years ago there 
were three. Today Chicago’s dealings 
with finance overseas are almost entirely 
direct, and the aggregate of them is 
scarcely comprehensible. 

Chicago’s securities markets have 
lagged behind her industries just as 
banking has done, and only within the 
last year has there begun the develop- 
ment of a market that promises ade- 
quate service to commerce and industry. 

The Chicago Stock Exchange has had 
a stormy career of prosperity and ad- 
versity, but it has never served the com- 
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munity as it is beginning to serve it now. 
The Diamond Match episode in 1896 tem- 
porarily closed and almost ruined the 


exchange. A renaissance began two 
years 2g0 which bore fruit this year. 
More business was transacted in the first 
nine months of this year than in the two 


previous calendar years. 

The exchange has more than $10,000,- 
000,000 of securities listed. In recent 
days trading has approached half a mil- 
lion shares. Its quotation tickers are 
now operating in a dozen cities. For the 
first time it is affording a market for the 
new securities that rise out of the growth 
of industry and making its full contri- 
bution to the financing of the business 
of the Middle West. 


Financing Her Own 


HE experience of Samuel Insull in 

financing the many utility properties 
which he directs is the best concrete il- 
lustration of the independence and the 
sufficiency of Chicago in financing her 
own enterprises. Mr. Insull raised about 
$300,000,000 of new money last year for 
his properties, and his annual needs have 
been ranging between $200,000,000 and 
$300,000,000 for several years. Most of 
his securities are listed exclusively in 
Chicago, and practically all of his new 
money is raised in and about Chicago. 
His example and his vision of the in- 
evitable development of financial insti- 
tutions in Chicago, not only helped to 
make the city the leading center of the 
country for utility financing but also has 
had much to do with the development of 
large units of investment and commer- 
cial banking. 

Chicago has been more dependent upon 
the East and upon Europe for insurance 
than for any of her other financial needs. 
Here, too, developments seem to mark a 
new era. Just now there is in the process 
of formation a Chicago insurance com- 
pany with $50,000,000 of initial capital; 
and this is but the latest and largest of 
a number of such promotions in the last 
year or two. ‘ 


Chicago Fortunate 


are going on in La Salle Street now 
looking to the amalgamation of banks to 
form another huge banking house. 

The men who dominated the Chicago 
Clearinghouse Association and Chicago 
banking for a generation were, for the 
most part, too early in the field to carry 
out the vast schemes of expansion that 
are being developed by the younger men 
who have succeeded them. Chicago is 
fortunate in that, however. Great ex- 
pansion in banking facilities is needful 
and safe and economically justified only 
when a considerable excess of credit is 
produced by the community; and that 
excess is just beginning to make itself 
felt in Chicago. 


The Pride of Chicago 


THAT older generation of Chicago’s 
bankers contributed much to sound 
banking in America. It was they who 


Collins Responsibility 


Is Your Safeguard | 
In Advertising | 


business. 


Learn 


| HEN you buy advertising service you are 

investing your money with the expectation | 
of getting it back with a profit through increased 
Not all advertising shows a profit. | 
Therefore you must have confidence that the 
concern from whom you buy knows its business 
and that it will deliver what it promises. | 


You can safely buy Collins Service. 
by bankers who know that tremendous imme- 
diate returns from advertising are as rare as 
enormous speculative profits. They are wary of 
new advertising “schemes.” 
keep their feet on solid ground. 


more about Collins 
Service. Send for free book- 
let, “Prestige and Profits.” 


THE COLLINS SERVICE 


Financial Advertising 


MAIN OFFICE: 1518 Walnut Street 
PRODUCTION PLANT: 226-240 Columbia Avenue 


PHILADELPHIA 


It is used | 


They prefer to 


devised the Clearinghouse Examinations 
System which has since been adopted by 
every metropolitan center in America. 
It was that system which came to give 
protection to 174 banks in Chicago, after 
a long history of failures and losses. It 
was under that system, established in 
1906, that Chicago made the record which 
shows that no depositor has ever lost a 
dollar by the failure of a clearinghouse 
bank. 

The pride of Chicago in her banks to- 
day, and her confidence in their future 
under a program of expansion are based 
on the ability and the personality of the 
younger men who are coming into power. 


Future Expansion 


| iy is natural that a metropolis should 
finance the hinterland around it. To 
do so it must have a surplus of capital 
and financial institutions that are big 
enough to provide every service. Chicago 
has never had these before, but she is 
finding them now. In the future, finan- 
cial institutions and services in Chicago 
should grow even faster than the com- 
mercial and industrial institutions which 
support them. The expansion of finan- 
cial institutions in Chicago is the last 
stage of its development, and upon that 
expansion depends very largely the posi- 
tion the city will hold among business 
centers of the world. 
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! erations until after the passage of the 
McFadden Act, which was counted upon 
to confer other privileges upon the na. 
tional banks which would compensate 
for the loss of their currency. That 
legislation dragged through two sessions 
of Congress. By the time of its enact. 
ment the Treasury was engrossed in the 
refunding of the Second and Third Lip. 
erty Loans. Now those loans are out 
of the way and the maturity of the Con- 
sols of 1930 is in sight. 


Expert Advice 


to Bankers 


Mr. J. W. McIntosh, Comptroller of the Currency, 
in a speech at the American Bankers Associa- 


tion Convention, gave this advice to banks: 


a 


& 


Congress Already Committed 


B* submitting the matter to Congress 
Secretary Mellon is really inquir- 
ing whether it is the will of that body 
to have the Treasury carry out a policy 
to which Congress is already committed. 
The Federal Reserve Act provides for 
the retirement of circulation bonds 
through purchase by the system in the 
open market a the rate of $25,000,000 a 
year. The Federal Reserve System was . 
unable to carry out his mandate through 
the interruption of the war and the high 
rates for government securities that 
later obtained. The Treasury undertook 
to carry out the policy in the interest of 
a wholly elastic currency. 

Brokers’ loans legislation represents 
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“A correspondent bank or a good 
investment house often offers a service 
which is valuable, that is, analysis of 
the bank’s security holdings. An analy- 
sis of this sort which is of great value 
to the banker is one which analyzes his 
reserve and investment needs and meas- 
ures his actual situation against these 
requirements. Such an analysis, when 
intelligently and conscientiously made, 
is invaluable to a banker in dealing 
with his problems.” 
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Our Department of Economics and Surveys is 
well equipped to render this service to banks. 
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The Short Session of Congress 
(Continued from page 5380) 


Inferentially Mr. Mellon has served 
notice that unless Congress directs the 
continuation of national bank currency 
by the production of notes of the reduced 
size Treasury operations for the aboli- 
tion of national banks notes will be re- 
sumed. First steps in that direction 
were taken in October, 1924 when the 
Treasury announced the call for re- 
demption of the 4 per cent loan of 1925, 
of which there were $118,489,900 then 
outstanding. With the retirement of 
these bonds in 1925 the program was 
halted, leaving outstanding the follow- 
ing bonds bearing the circulation privi- 
lege: 


Consols of 1930 
Panamas of 1916-1936... 
Panamas of 1918-1938... 


$599,724,050 
48,954,180 
25,947,400 


Total 2 per cent circula- 


tion bonds $674,625,630 


The Treasury policy called for the re- 
tirement of the two issues of Panamas 
before the maturity of the Consols of 
1930 and the final abolition of national 
bank currency through the redemption 
of the Consols, which would have been 
the last bonds bearing the circulation 
privilege to remain outstanding. How- 
ever, opposition developed to the with- 
drawal of the circulation privilege. The 
Treasury decided to defer further op- 


the idea of Congress rather than of the 
executive branch of the Government. It 
arises mainly from the desire of some 
members of Congress to “do something” 
about the stock market situation by 
means of control over the call money 
market which supplies the credit for 
dealings in securities. 

The chances are against legislation 
at the short session. There is always 
the possibility of a Senate resolution 
being jammed through calling upon the 
Federal Reserve Board to take action 
but this would be entirely for the psy- 
chological effect, if any. But there is 
too much involved for the more thought- 
ful members of Congress to permit any 
hasty measures to be put through in the 
way of amendment to the Federal Re- 
serve Act. 


Contrasted with Wartime 


plans are being made 
for a careful review of the Federal 
Reserve Act in the nature of an at- 
tempted modernization of that measure. 
This will take time and while it may 
have its beginnings in the present short 
session of Congress it will be a matter 
of determining such changes in the act 
as are required by present day condi- 
tions as contrasted with those of war- 
time under which the system first be- 
gan to function. 

In connection with study of the Fed- 
eral Reserve Act will come attention to 
the proposal for price stabilization by 
the Reserve System which has been be- 
fore Congress for several years. It has 
found little support from the Reserve 
System but has been pushed persistently 
in the Committee on Banking and Cur- 
rency of the House. Injection of the 
chain bank question into the Federal 
Reserve survey is also to be expected. 
But all these things come under the head 
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of what takes place after March 4, not 
during the short session. 

Despite the highly organized move- 
ment for amendment to the law gov- 
erning the taxation of national banks 
the prospects are that no action 
will be possible at the short session. 
There has been a growing recognition of 
the fact that the existing law provides 
ample means for the states to impose 
adequate taxes on national banks. The 
suggestion that in any state where the 
present bank share tax is unsatisfactory 
an alternative permitted under the ex- 
isting law might be adopted, such as the 
excise tax on national banks under the 
fourth alternative provided by Section 
5219, has attracted considerable atten- 
tion and has the compelling virtue of 
requiring no new legislation. 

In the field of general legislation the 
tariff with the exception of farm relief, 
holds the greatest interest. But like 
everything else its disposition depends 
upon what is done with the agricultural 
problem. If there is no extra session 
there is scant prospect of tariff legisla- 
tion although there is to be a determined 
effort for special revisions of rates, not- 
ably in the case of sugar which comes 
under the head of the farm relief pro- 
gram. 

Then there are other important ques- 
tions such as railroad consolidation, 
railroad rates, as effected by the 
Hoch-Smith resolution, Muscle Shoals, 
Boulder Canyon dam, the allocation of 
radio staions, the public utilities inves- 
tigation, resale price maintenance and 
various pending proposals all related to 
business and all competing with hun- 
dreds of bills of every description for the 
precious time of a short session of Con- 
gress. The outlook for the short session 
is the same as has always been the case 
in the past—the more varied the types 
of legislation proposed the less there is 
enacted. 

This year the short session has farm 
relief occupying the place of importance 
with the budget if an extra session is to 
be avoided. If there is an extra session 
the banking and business measures now 
before Congress will get a hearing. The 
President can summon the Congress into 
extra session but he cannot dismiss it. 
There will not be the restricting time 
element. 


The Hoover Method 


F there is no extra session and Con- 

gress does not meet again until De- 
cember, 1929, an interesting situation is 
forecast. Based on knowledge of the 
methods of Mr. Hoover as a member of 
the cabinet, predictions are being made 
that during the coming spring and sum- 
mer the President will call a series of 
conferences of business men and finan- 
cial leaders to discuss pressing economic 
problems. 

There is talk in Washington that he 
would call a conference on the Federal 
Reserve System, Muscle Shoals, the tar- 
iff and other important questions. Out 
of these conferences would come recom- 
mendations, presumably from the best 
minds in the country. These recom- 
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mendations would become Hoover poli- 
cies and would be presented to Congress 
as definite programs instead of the cus- 
tomary general recommendations for 
legislation. 

That would be a way of getting things 
done in Congress. So far such a plan is 
only a matter of speculation. But it is 
the method Mr. Hoover followed when 
he came to the Department of Com- 
merce and afterward when handling na- 
tional problems for President Harding 
and later for President Coolidge. It is 
the Hoover method and if there is no 
extra session of Congress this year he 
will have a chance to use it again. 


New Book 


LAWS OF MANAGEMENT APPLIED 
TO MANUFACTURING. By L. P. 
Alford. The Ronald Press Company, 
New York. 266 pages. Price, $4. 


In response to the often heard sugges- 
tion that the law of management should 
be put in book form, the volume dis- 
cusses some half a hundred basic prin- 
ciples, giving appropriate examples for 
each law, showing its application in spe- 
cific manufacturing concerns, together 
with improvements, betterments, gains, 
and savings that have come from its 
adoption. The style is semi-popular. 
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The Credit Situation 


(Continued from page 526) 


ment or loan. Bond flotations have fallen 
off, and the banks, which have been 
steadily accumulating bonds since 1922, 
have turned sellers this year, and have 
disposed of probably $600,000,000 to 
$700,000,000, to set free funds to meet 
the decline of deposits and for use in the 
short term market. 


Credits from Abroad 


WwW. have an illustration of the in- 
fluence of these high rates in the 
effect upon Canadian funds. The Cana- 
dian banks usually draw considerable 
gold from this country in the crop-mov- 
ing season, last year they took $25,000,- 


000 from September to December; this 
year with the largest crop in her history 
they have taken none, and a recent 
estatement of the Canadian banks has 
shown over $300,000,000 loaned on call 
in foreign countries, the largest sum 
they ever reported, and the greater part 
of it undoubtedly in New York. 
Credits have been transferred here 
from other countries in various ways, at- 
tracted by the high rates, and part of 
the gold which went abroad last year 
is now coming back, from Argentina and 
Great Britain. These countries do not 
like to give it up. They are now back 
on a gold basis, and they need what gold 
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they have as the basis of credit. There 
is little reason to doubt that so far as 
productive purposes are concerned their 
needs are greater than ours. 

So there is nothing remarkable in the 
fact that under the inducement of high 
interest rates money has been available 
in increasing amounts for brokers’ loans, 
This, however, does not nullify the fun. 
damental change in the situation. This 
country is still on a gold basis and gold 
is required in increasing amounts if 
bank credits are to continue expanding, 
although it is true that we make a little 
gold go a great way. Nevertheless, the 
great period of accumulation has run 
its course. We may get more, but we 
will have to maintain high interest rates 
here in order to get and to keep it, and 
it is a question whether the game js 
worth the candle. 


Not Good for Business 


T is to be remembered that high in. 

terest rates signify more than the 
effects upon whoever pays them; they 
signify that a competitive situation 
exists, that a selective process is going 
on, that somebody who wou!d like to 
use credit is not getting it. That means 
a check upon activity and a restriction 
of purchasing power somewhere, and 
in the long run that is not good for 
business nor good for the corporations 
whose stocks are in the market. 

It is said that the situation is arti- 
ficially tight and that the Reserve banks 
should loosen up credit. They have, it 
is said, 65 per cent of reserve, which is 
abnormal and unnecessary. Reference 
is often made to the gold certificates in 
circulation, which might be taken into 
the reserves. 

The Reserve authorities reply that 
they are forbidden to lend for any but 
commercial purposes, and that the terms 
and spirit of the Reserve act clearly 
make evident that the resources of the 
System were not to be drawn upon for 
investment or speculative purposes. 


Would Be Farcical 


_ stock market people have said, in 
effect: “We don’t ask you to supply 
credit for our operations; all we ask is, 
that from now on you supply all the 
credit needed for business purposes and 
leave the rest of the money and credit 
to us.” Of course, that would be farci- 
cal. The money market is not divided 
into water tight compartments, and Re- 
serve credit cannot be released for any 
purpose without to some extent affecting 
all divisions of the market. Its release 
for one purpose may set free credit for 
a wholly different purpose, and in the 
last analysis if the Reserve banks in- 
tend to control their reserves they must 
control them absolutely, and business of 
all kinds must adjust themselves to the 
conditions. 

It is sometimes said that the public 
never will submit to autocratic control 
of bank credit, but that is precisely the 
purpose for which the Reserve System 
was established. We had no central 
control over bank credit for many years, 
and the system broke down completely, 
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again and again, for want of it. The 
old system was intolerably weak and in- 
competent. and the Federal Reserve Sys- 
tem was established for the purpose of 
creating a final banking authority, out- 
side of the competitive conditions which 
hamper the management of other banks, 
this central authority to be vested with 
control of a final reserve of credit, not 
to be drawn upon for either investment 
or speculative purposes, but to be used 
only for the support of regular indus- 
try and trade, and above everything else 
to maintain the integrity of the cur- 


rency. 
Strong in Confidence 


S to the 65 per cent reserve a great 
deal of misconception exists. It is 
65 per cent of the demand liabilities of 
the Reserve banks themselves, but prac- 
tically it is the only reserve for all the 
member and non-member bank deposits 
in the country and for a great part of 
the currency. When the Reserve banks 
were established they undertook to sup- 
ply currency to member banks and the 
latter were relieved from the require- 
ment of carrying other reserves. If all 
the gold in the Treasury was combined 
with the reserves of the Reserve banks 
the total sum, measured against all de- 
mand liabilities would give not 65 per 
cent but about 6.5 per cent. The per- 
centage of our banking and currency 
system today is not materially different 
from that of the Bank of England, and 
the reserves of the two systems are 
lower in proportion to liabilities than 
those of any other important banking 
system in the world. It is not true that 
our reserves are abnormally high. 

This is not saying that they are not 
strong—they are strong, amply strong 
for any demands that conceivably may 
be made upon them—for the banks are 
strong in the confidence of the public, 
which is the main thing. They ought to 
be kept strong, and they ought not to 
be criticized for conservative policies. 

I repeat that the Reserve System was 
established to be a final authority within 
its field. That field does not include 
the credit operations of the member 
banks within their own resources. The 
resources of the local banks, member 
and non-member, are far greater than 
they were before the Reserve System 
was established, and those banks are as 
free as they ever were, until they begin 
to draw upon Reserve System resources. 
When they do that, they are bound to 
conform to the policies of the Reserve 
System. When they are using Reserve 
credit that credit is indistinguishable 
from their own, and it cannot reason- 
ably be claimed that a member bank 
is justified in applying for Reserve 
credit for the purpose of either directly 
or indirectly supplying credit for pur- 
poses which are distinctly outside of the 
scope, and in contravention of the au- 
thority, of the Reserve act. 


For Forbidden Purposes 


OR a member bank to do that, is to 
be disloyal to the System, is to em- 
barrass its policies and to contribute so 
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far as a single member can to the de- 
feat of the purposes for which the Sys- 
tem was established. 

The Reserve System was established 
to give protection and stability to the 
credit situation in the interest of all 
business, and it would seem to be an 
unanswerable proposition that all banks 
and all business should support the 
policies of the system and cooperate to 
make them effective. 

There is another obvious reason, based 
upon ordinary considerations of pru- 
dence, why member banks should not 
borrow Reserve credit for forbidden pur- 
poses. It is unsound banking, because 
they are sacrificing their reserves. They 
all have enough ineligible paper, with- 


out going into debt to acquire more. 
Their eligible paper is practically their 
only reserve. It is the means by which 
they have recourse to the Reserve bank 
to take care of any emergency demands 
which may come upon them. Hundreds 
of member banks in the West and South 
have failed since 1920 because they did 
not have eligible paper; surely it is 
folly to go into debt and give up eligible 
paper to do so, no matter how good it 
may be. 


Has Tied Up Credit 


| the present credit situation is not 
artificial, in the sense of being 
planned and arranged, there certainly 
are anomalies in it. It is not the usual 
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accounts in Detroit Banks. 
It is a significant fact that 
325, or more than 60 per 
cent, have selected the First 
National Bank as their 
Detroit depository. 
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thing to have money supplied at 5% to 
6 per cent for commercial purposes, 
while bringing 6 to 7% and sometimes 
8, upon good stock exchange collateral. 
The explanation, however, is simple 
enough: The one is eligible paper, which 
can be passed up, if desired, to the Re- 
serve bank, and the other is not. Fur- 
thermore, there is the fundamental dif- 
ference, that the one class of paper rep- 
resents productive uses and the other 
does not. The industries and business of 
the country must be carried on; they 
are the basis at last of even stock ex- 
change values, and it is important that 
their needs shall be supplied at reason- 
able prices. 


On the other hand, what difference 
does it make, in any public sense, 
whether A or B owns certain stocks, or 
whether a transfer from one to the other 
occurs at $100 or $200 per share? What 
difference does it make that the level 
of stocks is what it is today instead of 
what it was one year ago, except that 
the rise has tied up a lot of credit and 
so increased the cost of credit for all 
uses? The rise has not increased the 
assets of the corporations nor lowered 
their production costs, nor increased their 
earning power nor increased the real 
wealth of the country. It has resulted 
simply in a revaluation on paper, largely 
in anticipation of future developments. 
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Surely it cannot be contended that the 
benefits of such a revaluation at this 
time can be compared with the benefits 
to be derived from keeping the regular 
business of the country in motion. 


Market Makes the Rate 


HE situation is that the banks have 

been giving the preference to regular 
business, and letting the stock market 
have, from day to day, what they had 
to spare of available funds. That has 
not been enough to satisfy the stock 
market demand, and the market has 
been bidding vigorously for more. The 
market, and not any outside authority, 
has been making the rate, and doing so 
because the current rates have been nec- 
essary to attract the supply of credit 
wanted. 

Another anomaly is that the price of 
credit for short collateral loans is now 
far above the rate upon long term in- 
vestments. This cannot be a permanent 
situation. The banks now hold over 
$10,000,000,000 of investments, most of 
them bonds which it is safe to say pay 
much less than the current rate on 
brokers’ loans. This disparity could not 
exist for long if the opinion was general 
that brokers’ loans would continue to 
take an indefinite amount of credit at 
present rates. 

Ordinarily there is a fairly definite 
relationship between interest rates in 
the several divisions of the money mar- 
ket, but at this time the rate for brok- 
ers’ loans is far out of line with rates 
for long term investments, and yet in 
the long run these stocks and bonds in 
the market must be taken by somebody 
for long term investments. 


The Flow of Income 


URTHERMORE, it is agreed that 

originally the main factor in the rise 
of stock and security prices was the de- 
cline of interest rates. What does this 
change of rates mean? Are all interest 
rates to be permanently higher? If so, 
how can the present level of stock and 
security prices be maintained, and if 
not, where are the new supplies of 
credit coming from to bring them down? 

Of course, we are familiar with the 
argument based upon the increasing 
wealth of the country, and the multi- 
plied number of investors. It is good as 
far as it goes, but see just how far it 
goes. The increasing wealth can have 
bearing on this situation in just two 
ways, to wit: as it produces a flow of 
purchasing power and as it can be made 
the basis of bank credit. It cannot be 
made the basis of bank credit except as 
we have increasing bank reserves. The 
flow of income is all right, but the dif- 
ference between the present situation 
and that which we have become used to 
in recent years is that heretofore we 
have had the flow of income, plus $100,- 
000,000 of bank credit for each $5,000,- 
000 or $10,000,000 of gold imports, while 
now it looks as though our purchasing 
power is to be reduced to current in- 
come with perhaps a comparatively 
small annual addition to the gold re- 
serves. 
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Money Rates and World 


Prosperity 
(Continued from page 527) 


credit policies, to take into consideration 
the effect that these policies may have 
on the reestablishment and maintenance 
of the international gold standard. 


England Was Struggling 


667. HE course of credit developments 

in the United States since the 
middle of 1927 illustrates the manner 
in which foreign conditions may enter 
into the consideration on which Federal 
Reserve policy is based and it will be of 
interest to review briefly events during 
this period. 

“In the summer of 1927 credit con- 
ditions in Europe were extremely tight. 
Of the great countries England, though 
on the gold standard for over two years, 
was struggling under the handicap of 
a serious economic depression; France 
and Italy had maintained stable the 
value of their currencies, but had not 
yet established a definite legal relation- 
ship between their monetary units and 
gold. Autumn was approaching, when 
foreign countries import the largest 
volume of American products, and when 
their exchanges are under the severest 
pressure for making payments to the 
United States. 

“It appeared as though it would be 
impossible for European countries to 
pass through the period of autumn 
strain without either losing gold, which 
they could ill afford, or tightening in- 
terest rates, which would further delay 
the recovery of trade and industry. In 
the United States trade and industry 
were showing signs of recession. Com- 
modity prices had been declining for 
about two years; the temper of the busi- 
ness community was cautious, though 
the stock exchange was active and the 
volume of credit it employed was large 
and growing. 


Relieving the Tension 


66 AFTER carefully canvassing the 

situation the Federal Reserve Sys- 
tem reached the conclusion that its in- 
fluence should be exerted toward easier 
money conditions in this country, which 
would encourage business at home and 
simultaneously would assist the foreign 
countries to pass safely through a period 
which otherwise might endanger the 
maintenance of the gold standard. Al- 
though the System realized that easy 
money in this country might be an en- 
couragement to further stock exchange 
activity, nevertheless it determined that 
this would be the lesser of two evils and 
decided to adopt a policy of easing the 
money market. 

“In carrying out this plan discount 
rates at all the twelve Federal Reserve 
banks were reduced from 4 to 3% per 
cent in August and September and the 
System also purchased a moderate 
amount of government securities. By 
thus placing funds at the disposal of 
member banks the reserve banks en- 
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him, enable him to provide you with warehouse re- 
ceipts covering an appropriate amount of his inven- 


tory as collateral for his borrowing. 


This Lawrence System is the result of years of work- 
ing closely with leading bankers throughout the 


country—it is simple, thorough and absolutely sound. 


Send for a copy of 
Lawrence System Field Warehousing 


|AWRENCE 
SYSTEM 


[AWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON, PRESIDENT 


Chicago . . . 29 South LaSalle Street Portland - 403 Hoyt Street 
Philadelphia . Public Ledger Building Seattle ... . Dexter-Horton Building 
Los Angeles .. . W.P.Story Building Oakland - Gibson Terminal 


37 Drumm Street - San Francisco 


Q Superiorities 
Protection 


Z 1 Made, complete, in the one mill : Send for 


= 2 Under strict laboratory control f specimen 


3 Elegant writing surface, sensitive to tampering 
z 4 Mechanical alteration readily conspicuous 
. 5 Wide range of attractive colors 
. 6 Base stock watermarked “‘Hammermill Safety” 
: 7 Surface design quickly affected by chemicals =\- 


8 Chain design, semaphore and watermark 
identify paper and serve as warning ? 


HAMMERMILL f Q Protection for the written amount, date, ‘ 
PAPER COMPANY ; check number, payee’s mame, amount AS 
ERIE PENNSYLVANIA \& numerals, signature and endorsements 


617 
|) 
this 
ular 
ave 
ular 
rket 
had 
has 
ock 
has 
The 
ity, | 
so | 
ec- | 
edit | 
» of | 
ow | 
in- | 
ent | 
ver | 
of | 
pay 
on | 
not | 
ral | 
| 
at 
ite 
in 
ar- 
ok- 
tes | 
in 
in 
ody 
at 
ise 
de- 
his 
sO, | 
nd | 
if | 
of | 
he | 
ng 
ti- 
it 
ive 
wo 
of 
ide 
be 
as 
he 
if- 
to 
0. SAFETY 
ie 
a 
ng > 
ely | 


AMERICAN BANKERS ASSOCIATION JOURNAL 


In Every 
Investment 


Problem 


We offer our custom- 
ers unbiased judg- 


ment based upon 


up-to-date analysis 


and the experience 
of 104 years. 


THE 


CHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 
FOUNDED 1824 


Main Office: 165 Broadway 


abled them to reduce their indebtedness 
at the reserve banks and to put them- 
selves in a position of granting loans to 
their customers at relatively low rates. 

“This policy had a good effect on 
business in the United States and par- 
ticularly on the volume of agricultural 
exports. At the same time, it not only 
obviated the necessity for foreign coun- 
tries of shipping gold to the United 
States, but brought about a reversal in 
the direction of gold movements, so that 
gold began to move in large volume out 
of the United States. Owing to the 
lower rates of interest in this country a 
part of the financing, which would nor- 
mally have been done in England and 
on the Continent, was done in the United 
States. Also surplus funds, which al- 


ways flow to the most profitable market, 
were moved from the United States to 
Europe thus further relieving the ten- 
sion. Sterling exchange advanced 
sharply and the Bank of England was 
able to maintain its discount rate with- 
out losing gold. 


Speculation Continued 


667M’ HE gold movement, which began 

at that time and in the aggregate 
amounted to about $500,000,000, has 
been an important factor in strengthen- 
ing the reserve position of European 
central banks. Italy and France have 
now legally stabilized their currencies, 
and financial conditions have been so 
much strengthened by this autumn that 


December, 1998 
the firm money policy adopted by the 
Reserve System with reference to do. 
mestic conditions has caused no em. 
barrassment to foreign countries, 

“In the autumn of 1927, when the 
gold movement first began, the Federal 
Reserve System, in pursuance of jts 
policy of easier money, purchased goy. 
ernment securities to offset the effects 
of gold exports on the money market 
but when the period of greatest strain 
was passed it discontinued this process 
and since that time exports of gold have 
been permitted to exert their influence 
on credit conditions in this country, 
Speculation on the stock exchange con. 
tinued, and in view of a rapid expansion 
of loans on securities with only a mod- 
erate demand for credit from trade and 
industry, the Federal Reserve System 
not only permitted the gold exports to 
operate as a tightening influence on 
credit conditions, but also exerted its in- 
fluence in other ways toward firmer 
money conditions. Beginning in Janu- 
ary the reserve banks sold a _ large 
amount of government securities, and 
early in the year began gradually to 
advance discount rates from 3% per 
cent to a level of 5 per cent at eight of 
the reserve banks and 4% per cent at 
the remaining four banks. 


Growing Prosperity 


“B ECAUSE of the loss of gold and 
of the System’s firm money policy, 
together with a growth in the early part 
of the year in the volume of bank credit, 
money conditions became increasingly 
firm and interest rates in the autumn of 
this year have been higher than at any 
time since 1921. These firm conditions 
in the money market have resulted in 
discontinuance of the outward gold 
movement, and in fact, since the middle 
of the summer there have been gold im- 
ports amounting to nearly $50,000,000. 
“The advance in money rates has been 
felt particularly by dealers in securities, 
as the call rate has frequently been as 
high as 8 per cent this autumn. The 
growth in the volume of bank credit, 
which had been very rapid in the early 
part of the year, slowed down in the 
late spring and after considerable fluc- 
tuations was not as high in November 
as in May. The decline has been in 
the banks, investments and in loans or 
securities, which include loans to brok- 
ers and dealers. Brokers’ loans by 
banks, as distinguished from those by 
corporations and others, are smaller now 
than in the middle of May. 
“Commercial loans, on the other hand, 
continue to increase and the demands of 
business in connection with autumn 
trade expansion and the marketing of 
crops were met by the banks without 
difficulty. It is true that the cost of 
credit to industry advanced somewhat, 
but the advance was much less than the 
rise in the cost of credit to traders in 
securities, and the advance in money 
rates appears not to have had any bad 
effects on business conditions. Inquiries 
made by the Federal Reserve Board on 
this point have brought in replies from 
all Federal Reserve banks to the effect 
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that business conditions have not been 

unfavorably affected by higher interest | 

rates, and the latest business reports 

indicate continued and growing pros- | 

perity. . Melco Plant of the Ohio 


Public Service Co., an 
important public urility 


Joint Undertakings subsidiary of the Cisias 


Service Co. 
wa Vero story of reserve bank policy 

during the past year, which I have 
given in some detail, brings out the 
manner in which conditions abroad have 
been taken into consideration in the 
System’s deliberations about its credit 
policies, and the way these policies have 
worked out. It shows that conditions 
abroad have become an important fac- 
tor in the domestic and credit situation 
in the United States and as such’ receive | 
consideration in the formulation of 
credit policies. The need of keeping in- 
formed on _ foreign conditions has d e e 
brought about the necessity of broaden- Four-fol diversity 
ing in the System’s sources of informa- 


tion, and for this reason the System has protects your 
participated in international conferences 1 ‘ 

of business economists. Last spring it 71%4% yield 
sent delegates to a conference of central 


bank economists held in Paris, and it from this common stock 


was represented at the recent conference 
of business statisticians in Geneva. - Every share of Cities Service Common 
“The conclusion that I have reache ; : 
during the year that I have been with stock you buy makes you an Investor In 
the Federal Reserve Board, is that par- these four essential industries in which 
ticipation in world affairs is a matter of the Cities Service organization is en- 
enlightened self-interest for the United gaged: (1) electric light ond power re 


States. I feel confident that a similar a Wo) f d 7‘ 
attitude toward international coopera- ustry; (2) manufactured gas industry; 


tion prevails among the authorities of (3) natural gas industry; (4) petroleum 
the principal European central banks. industry. This diversified source of 


The mutual respect and confidence which 


undertakings by the central banks and yield of about 7%% in cash and stock 
the consideration shown by them for dividends which you get when you buy 


each other’s problems and_ difficulties 
augur well for the maintenance of cor- henson year-old security at its present 


dial relations between nations; in other 
words, peace and world prosperity.” 

HENRY L. DOHERTY & COMPANY 
—_ 60 Wall Street ® New York City 


Branches in principal cities 
Through Other Eyes 


RITISH views of business conditions , 
in the United States are reported 
by Lloyds Bank Monthly, which says: lease send me full in- o4addvess 
“Earlier prophecies regarding the fa- formation about Cities 
vorable conditions of trade in the United saiemeennmnensenies 
States seem in a fair way toward being 
fulfilled. Production in various leading 
industries appears quite satisfactory, 
and so far as the usual indices show, 


commerce is in excellent shape.” Complete protection plus SPEED 
Safe-Guard —INSTANT 
erman Loans 


N the late months of 1928 the num- — : Check Writer 


_ber and amount of German loans ob- iY 
tained in Great Britain have increased, —— = TK | Writes in BIG, clear figures and 
while those from America have declined, \ : : | automatically protects the amount 


the Commerce Department reports. Of onl ti 
the total foreign borrowing of Germany 


in 1927, England took 9 per cent and 


_ per cent in the first half of 1928. SAFE-GUARD 

he share of the United States in for- : BEE WR 

eign loans floated by Germany was 69.8 - ‘ CHECK ITER CORP. 

aed cent in 1927 and 71.1 per cent in Lansdale, Pennsylvania 
6. 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction of 


banking business of every description. 


Together with its affiliations it 


operates over 2400 branches in Great Britain and Northern Ireland, 
and has agents and correspondents in all parts of the world. The 
Bank has offices in the Atlantic Liners Aquitania, Berengaria and 
Mauretania, and a foreign branch office at 196 Piccadilly, London, 
specially equipped for the use and convenience of visitors in London. 


AMERICAN DEPARTMENT : 


POULTRY, LONDON, E.C. 2 


MIDLAND BANK 


LIMITED 
HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C. 2 


SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 


been_- purchased by more than six 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » BROADWAY at 57 TH ST. + New York City 
Capital, Surplus & Undivided 


Profits 


$52,156,000 


Building Up Trust Business 


(Continued from page 586) 


the bank’s customers at the end of each 
month. Recently inquiries equivalent to 
approximately 2% per cent of the bank’s 
checking account customers resulted from 
one of these little stuffers, largely be- 
cause it carried a coupon requesting ad- 
ditional information from the bank. 


Satisfactory Results 


AN interesting sidelight on the bank’s 
attempt to eliminate all possible re- 
sistance on the part of the customer to 


the trust idea is its most recent booklet, 
which eliminates the term “living trust,” 
substituting for it the word “custodian- 
ship.’ Many men seem to feel that when 
they create a trust fund they lose all 
control over their affairs, whereas cus- 
todianship shows clearly that they still 
remain masters of their destinies while 
obtaining expert assistance in their per- 
sonal financial problems. 

Once interest has been stimulated by 
this comprehensive trust campaign of 
several years, should the bank then sit 


Dece mber, 1928 


back and wait for the consumer demand 
to seek its product, or should it senq 
representatives to translate that demand 
into tangible trust business? In the case 
of the Guardian, capable solicitors are 
employed to call upon anyone sending 
inquiries to the bank’s trust department 
and also to call upon potential custom- 
ers whose names have been culled from 
both Groups A and B of the trust list, 
The results obtained by this persona] 
sales effort combined with the advertis. 
ing have been highly satisfactory. 

“Oh, well,” says a trust officer of a 
smaller bank, “they may be fine for the 
big trust company in the large city. My 
problem is different, for I haven’t the 
money for such a program. What can I 
do without spending our entire surplus 


and undivided profits?” 


Assume that some small bank has no- 
body qualified by experience to write 
advertisements, booklets and other ma- 
terial, and that it cannot afford to hire 
someone for that purpose. Such an in- 
stitution can very properly turn to the 
Trust Company Division of the Ameri- 
can Bankers Association for the solution 
of its problem. Through that organiza- 
tion the bank can purchase at nominal 
expense material for a complete adver. 
tising prograni—newspaper copy, win- 
dow and lobby posters and many book- 
lets. No banker need be ashamed to 
place such a campaign before his public. 
It is effective and attractive from every 
angle. 


Lottery Schemes 
(Continued from page 568) 


lottery and to be fraudulent. The usual 
‘Suit Club’ schemes can also be placed in 
this category. 

“Indeed, the postal authorities have 
gone so far as to ban from the mails 
advertising matter announcing that a 


| ticket would be given free to each person 


entering a store regardless of the fact 
whether that person became a purchaser 
or not. The theory of this ruling is 
based on the fact that merely attracting 
a possible purchaser to a store is a valu- 
able consideration, provided prizes are 
awarded, and the element of chance like- 
wise present. 

“Where the three elements of a lot- 
tery are present, and use of the mails 
is contemplated, the proposition should 
first be submitted to the local postmas- 
ter. Otherwise the publication contain- 
ing it runs the risk of being declared un- 
mailable, in accordance with Federal 
statutes. 

“As to schemes not contemplating use 
of the mails, state statutes and decisions 
based thereon should be consulted. 

“It was recently decided by the Attor- 
ney-Generals of Missouri and Texas 
that 3 per cent and 4 per cent common 
law loan concerns embrace the elements 
of lotteries, because of the uncertainty 
as to when an investor will get his loan. 
The loan is the prize element; the un- 
certainty as to time is the chance and 
payments made by the applicant are the 
consideration.” 
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California Bank Tax 


Amendment 
(Continued from page 587) 


Five Provisions 


NDER this, it will be seen there is 
prov ided: 

1. A tax upon banks equivalent to 
4 per cent of net income, in lieu of 
all other taxes except real estate 
(with power to the Legislature to 
adopt other lawful forms of taxa- 
tion; also a provision for reassess- 
ment of an invalid tax). 

A ‘tax upon financial, mercantile, 
manufacturing and business cor- 
porations equivalent to 4 per cent 
of net income, less offset of per- 
sonal property taxes, not to exceed 
©0 per cent (and a minimum tax of 
$25). 


from New York 
January 29 


Egypt... sacred 
67 glorious days Palestine ... ancient Greece... 


gorgeous Italy ...romantic Spain... enchanting North 
Africa ... primitive Dalmatian Coast . . . bewitching Tur- 
key ...and the most comprehensive itinerary of strange 
cities bordering this historic Sea. The romance... the 
charming social life ...dances... gay carnivals ... 
smart country club atmosphere and comfort on a ship built 
for cruising ... far-famed cuisine ... service par excel- 
ence ... most efficient staff to entertain 
... 53 years’ experience ... all combine 
most attractive and thrilling adventure. 


Exclusively Chartered Palatial S.S. “SCYTHIA” 


Cunard Line’s finest first-class cuisine and service. Membership 
limited to 390 guests—half capacity. Free stop-over in Europe, 
including return by 8.8. ““Berengaria”’ or any Cunard steamer. 
Power to the Legislature to change | a including shore excursions. Prompt reserva- 
the above rates of tax or the per- | 4 Luxury Cruises to WEST INDIES—Jan., Feb., Mar. ¢ 
centage, amount, or nature of the 
offset as provided in 1 and 2 above. |. FRANK TOURIST CO,,1s75) 542 Fifth Ave.NewYork 
. A tax of 3-10 of 1 per cent upon eenieeed * aS No. Michigan Ave. C= 
the actual value of intangible per- San Francisco—29 So. Broadwav 
sonal property with power to the 
Legislature to change the rate not 
to exceed four mills. 
5. Provision for legislation to carry 
out the Constitutional Amendment. 
The California rate of tax equivalent 
to 4 per cent of net income is lower than 
the New York rate which is 4% per cent 
and that of Wisconsin where the rate is 
6 per cent if the net is in excess of $6,- 
000, being graded from 1 to 6 per cent 
where the net income is less than that 
amount; but in Wisconsin, income is de- 
fined so as not to include income from 
tax-exempt securities. In Massachu- 
setts, the statute does not mention a 
specific rate but following the language 
of Section 5219 provides that the tax 
shall be “at the rate assessed on other 
financial corporations; provided that 
such rate shall not be higher than the 
highest of the rates assessed under the 
chapter on mercantile, manufacturing 
and business corporations doing business 
in the Commonwealth.” In accordance 
with this direction, the Commissioner of 
Corporations and Taxation each year 
ascertains the total net tax paid by do- 
mestic business corporations in Massa- | 
chusetts for the prior tax year ending 
November 30 and also the total income 
assignable to all such corporations. 
From these totals is determined the rate | 
of percentage of tax méasured in terms 
of income and this is the rate applicable 
to the net income from all sources of | 
national and state banks and trust com- | 
panies. The rate the first year was 6 
per cent and the following year 5% per 
cent. Speaking of the 4 per cent Cali- 
fornia rate, the California Tax Commis- | 
sion in its report which led to the - 


adoption of the Constitutional Amend- banks, and the new taxes from this group 
ment said: will probably offset much of the expected 


loss in bank taxes. The new plan will not 
“While the taxation of the banks at the materially change the amount of the taxes 
rate of 4 per cent on the proposed income 


mysterious 


and guide you 
to make this a 


SS: 


SSS 


yee any motley crew of prisoners there usu- 

ally are one or two men who do not “seem to 
belong.” Men who are paying the penalty for a 
momentary weakness—who have succumbed to the 
desire for unearned riches. 


There is no way to prevent weaknesses in men 
You can only make sure that 
your bank will not be the loser by taking out a 


Bankers Blanket Bond. 
your city today. 


United States Fidelity 
and Guaranty 
Company 


BALTIMORE MARYLAND 
Over 8,000 Branches and Agencies in United States and Canada 


from cropping out. 


Consult our agent in 


from the share basis to the income basis 
is contemplated. It is published by the 
California State Printing Office, Sacra- 


for merchants and manufacturers considered 
base will produce much less than the present 
yield of the tax on bank shares, nevertheless 
the proposed new franchise tax on corpora- 
tions will result in greatly increased taxes 
for a group of financial corporations, many 
of them owned by or affiliated with large 


as groups.” 

The report of the California Tax Com- 
mission is worthy of study in all states 
where a change of the bank tax system 


mento, and copies may doubtless also be 
procured from Mr. F. H. Colburn, sec- 
retary of the California Bankers’ Asso- 
ciation, San Francisco. 


621 
e Luxe 
franks Cruise Dek 
| 
h ( 
t | Sailing 
| / A 
| (ay 
| 
| 
| pT 
| 
¥\ 
l 
) 
\ 
vA 
vA 
y\ 
\ 
| 
A 
| 
A 


622 AMERICAN BANKERS ASSOCIATION JOURNAL 


December, 1928 


HENRY G. ROLSTON 
& CO. 


30 Broad Street 
New York 


Telephone Hanover 1114 


BANK 


and 


INSURANCE 
STOCKS 


For Investment 


Stewart-Warner Sets | 


New Earnings Record 


Results Best Since Bassick 
Companies Were Acquired 


Average earnings for the first 
nine months period of 1925, 
26, ’27 were $7.97 per share 
for the 600,000 shares of pres- 
ent outstanding stock. For 
1928, the first nine months net 
earnings were $9.12 per share. 
A copy of the list of products 
manufactured by the Stewart- 
Warner Speedometer Corpora- 
tion and allied companies, to- 
gether with latest financial re- 
ports incorporating letter from 
the Management to the stock- 
holders will be mailed to any 
address on application. 


Stewart-Warner 


Speedometer Corp’n. 
1826 Diversey Pkwy. 
Chicago 
and subsidiaries 
The Bassick-Alemite Co. 
The Alemite Mfg. Corp’n. 
The Bassick Co. 


The Stewart Die Castings Corp’n. 


Condition of Business 
(Continued from page 584) 


to check speculation, regardless of its 
inevitable disturbance of the interna- 
tional exchanges and foreign bank pro- 
grams, they could bring a rise imme- 
diately by selling government security 
holdings and allowing open-market pur- 
chases to run off at maturity. These 
two weapons are more powerful even 
than the rate of rediscount. 


Stock Market Speculation 
Is Nation-Wide 


OT many years ago a “million share 

‘ day” on the New York Stock Ex- 
change was heralded in newspaper head- 
lines. Now, days of 5,000,000 shares and 
over are occurring so regularly that the 
unprecedented speculation which they 
represent will soon be accepted as a mat- 
ter of course. 

No banker schooled in economics 
would argue against speculation in 
itself, for it is an indispensable part of 
our free economic system. In the growth 
of the United States speculation has 
played a useful part, yet periodically 
an excess of speculation has caused re- 
action to business progress. 

Industrial shares began their present 
upward movement the early part of Oc- 
tober and rose about 10 per cent, on 
an average, then fluctuated irregularly 
until the early part of November, when 
a precipitate rise occurred adding per- 
haps another 15 per cent. 

Measured by the New York Times 
index, twenty-five representative indus- 
trial shares stand around 320, which 
compares with a low of 233.42 in Febru- 
ary of this year and marks an advance 
over the low of 1927 of nearly 100 per 
cent. Rails have not yet participated in 
the bull market so frequently predicted, 
although the similar index of twenty- 
five leading systems averaging around 
130 is moderately above the February 
low of 112.84, 

Old-time Wall Street brokers stare in 
amazement at the spectacle of trading 
in December. Everybody in the country, 
they say, seems to be buying stocks. 
Tales of huge fortunes made in a few 
days stir the public imagination. Wher- 
ever one goes, people are talking stocks. 
Women are giving up the bridge table 
for the quotation board. Sizable for- 
tunes during the past few weeks are 
credited to successful pyramiding by 
surgeons, actors, elevator operators, taxi 
drivers, Chinese stevedores, etc. 

Conservative brokerage houses which 
find themselves borrowing more money 
than is comfortable raise their margin 
requirements on the high priced and 
volatile issues, but their customers re- 
spond willingly. Bankers lower the 
prices at which they will value collateral 
on loans, and sound warnings against 
excessive speculation, but to no effect. 

Mechanical facilities of the Stock Ex- 
change break down under the strain; the 
quotation ticker runs over two hours 
late, until the reporting of sales volume 
is dropped altogether; single transac- 


Am. Ex. Irving Trust | 


CLINTON GILBERT 


Will Buy or Sell 


Bank of America 


Bankers Trust Co. 
Chase Nat. Bank 


Central Union Trust | 
Equitable Trust Co. | 


Guaranty Trust Co. 


Nat. Bank Commerce 
National City Bank 


2 Wall Street, 


CLINTON GILBERT 


EsTABLISHED 1890 


New York 


RECtor 4845 and 8720 


Private Telephone to Hartford 


Bank and Insurance Stocks 


Write for BTI 
GUTTAG BROS. 


16 Exchange Place, New York 


los 


| 
H 
| = 
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Equitable Trust Co. 
Chase National Bank 
National Park Bank 
National City Bank 
Bankers Trust Co. 
Guaranty Trust Co. 
Bank of America 
Am. Ex. Irving Trust 
Nat. Bank of Commerce 


Inquiries Invited 


Hanson & Hanson 


MEMBERS UNLISTED SECURITIES 
DEALERS ASSOCIATION 


25 Broadway New York 
Phone WHltehall 6140-55 


Municipal Bonds 


Safety of Principal 
Alf Maturities 
All Denominations 


Tax Exemption 


414% to 6.00% 


Write for Offerings 
and Bank Discounts. 


Sond Co. 


Incorporated 1910 
MUNICIPAL BONDS 
39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


al 
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tions are made involving 20,000 shares 
or more; fluctuations of 100 points in a 
single day are not uncommon; brokers 
faint on the floor of the exchange; their 
clerks work throughout the night to post 
the transactions; a Saturday holiday is 
declared to allow clerical work to catch 
up; prices of memberships for the priv- 
ilege of handling commission business 
double in a few months, soaring to $580,- 
000; but still the expansion goes on un- 
abated. 


Bond Market Moderately 
Active But Still Depressed 


| pre prices have maintained a firm 
tendency and moved up fractionally 
during the past month, which is in ac- 


cord with the favorable position of bonds | 


referred to in our November review— 


this despite the depressing tendency of | 


tight money rates. 
Measured by the New York Times 


index of forty seasoned domestic issues | 


the average price stands around 91, 
compared with the year’s high of 93.60 
last May and the low of 89.24 in August. 
Ten foreign government issues average 
around 106, compared with the year’s 
high of 107.42 in April and low of 105.51 
in June. 


Bond trading is still quiet, but has im- | 
Sales of issues listed | 


proved somewhat. 
on the New York Stock Exchange to 
date aggregate 10 per cent below last 
year. United States government securi- 
ties, which are rapidly decreasing due to 
debt retirement and sinking fund pur- 
chases, have been 38 per cent below last 
vear, while domestic industrial, railroad, 
public utility, etce., issues are 7 per cent 
lower and foreign bond trading is 9 per 
cent lower. 

It is no secret that the bond market 
is very dull so far as concerns sales to 
individual investors, the bulk of pur- 
chases at the present time being made 
by insurance companies and other insti- 
tutions. 


Life insurance companies alone invest 


on an average $3,000,000 daily in bonds. 
Public utilities are being purchased heav- 
ily at the present time, making up per- 
haps 15 per cent of total investment, 
while United States government bonds 
come next with 11 per cent, railroad 
bonds 8 per cent, state-county-city bonds 
7 per cent, industrial and Canadian 
bonds 3 per cent each, various stocks 8 
per cent, loans on farm property 9 per 
cent and loans on dwellings and busi- 
ness property 38 per cent. 

Institutional buying of this record- 
breaking volume is in contrast with that 
of the general public which has left the 
bond market almost completely to en- 
gage in stock trading, although invest- 
ment bankers report some customers 
switching from stocks into bonds, par- 
ticularly short-term issues. 

High interest rates have naturally 
acted as a check on the volume of 
new underwritings, and the wild specu- 
lation in the stock market has caused 
many former bond buyers to transfer 
their attention from the senior issues, 
secured by prior claim to assets and 
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NEW and 
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Stocks 


Inquiries Invited 


Hoi Rose & TROSTER 


Members 
UNLISTED SECURITIES DEALERS 
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Trustworthy 
for Trust 
Funds 


EMPIRE BONDS 


are ideal for trust 
fund investments. 
They carry a strong 
guarantee as to prin- 
cipal and interest. 


They are indepen- 
dently trusteed by a large 
bank or trust company 
and are legal for trust 
funds. 


Their unquestioned 
safety and liberal yield 
of 544% to 6% merit the 
favor of wise investors. 


Empire 


Bonds 


Empire Bond & Mortgage Corporation 
535 Fifth Avenue 


New York 


Downey Mechanical Coin Teller 
Sorts and Counts Mixed Coins 


Model Handling mixed 

Baz coins is accurately 

a and quickly doné 

5 with the automa- 

tic action of this 
machine. 

Audits school 
savings, home 
banks, fractional 
deposits. 


10 Days’ Free Trial 


The C. L. Downey Company 
941 Clark St., Cincinnati, Ohio. 


| quotations except for call loans. 
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earning power, into the equity issues 
that have been fluctuating upward sev- 
eral points daily. 

There is no question but that the vol- 
ume of new underwritings in the year 
1928 will fall approximately 25 per cent 
below 1927, although it will exceed that 
of any prior year, due to the heavy 
offerings last spring before money rates 
tightened. 

The largest issue of the month was 
$55,000,000 City of New York obliga- 
tions consisting of $29,000,000 corporate 
stock and $26,000.000 serial bonds, each 
bearing a 4% coupon and priced to yield 
the investor 4.15 to 4.20 per cent for a 
period up to fifty years. The next 
largest issue was $50.000,000 secured 
bonds of the Pennsylvania Company car- 
rying a 4% coupon and due in 1963; 
these bonds were priced at 99 to yield 
4.81 per cent. 


The full year’s showing will he ap- 
proximately as follows, with the month 
of December estimated: 


Bond Offerings—000’s Omitted 


1927 
$653,353 
578,500 
455,185 
697,973 
667,105 
595,496 
275,832 
356,259 
426,404 
766,062 
574,764 
639,824 


Month 
January 
February .... 


1928 
$541,013 
534,343 
622,859 
649,965 
549,467 
481,376 
133,563 
98,852 
290,506 
295,346 
*390,000 
7400,000 


$6,686,758 $4,987,272 


bo 


Prone 


September ... 
October 

November ... 
December .... 


Year 


*Preliminary. 
+Estimate. 


Following are all offerings of $5,000,- 
000 or over during the month: 


Major Financing in November 


Issue 


New York City serial bonds.......... 

Pennsylvania Co. secured 

City of Detroit 

Pacific Western Oil Co. s. f. deb 

Federal Land Bank 

Ine., Germany, ist 
eo1. 

208 S. LaSalle St. Bldg. Corp. ist s. f.. 

Bulgaria Stabilization Loan sec. s, f... 


Chicago Sanitary District 


Estate of H. E. Huntington s. f. A.... 

State of Alabama 

Textile Bldg., N. st s 

State of Illinois highway 

Utilities Pr. & Lt. Realty Trust s. f. coll. 

Credit Alliance Corp. deb 

Keystone Water Works & Elec. Corp. 
ist B 

Central Ill. Pub. Serv. Co. 1st G 

Jos. T. Ryerson & Son, Inc. s. f. deb... 

New Orleans Pub Serv. Inc. 1st & ref. B 

Canadian Pacific Ry. Co. con. deb. stock 

Balaban & Katz Corp. notes.......... 


Amount 


New York City corp. stock........... $29,000,000 
26,000,000 
. 50,000,000 
19,460,000 
15,500,000 
15,000,000 


15,000,000 
15,000,000 
13,000,000 
Ruhr Gas Corp., Germany, sec. s. f. A 12,000,000 
10,000,000 
Pub. Serv. Corp. of Nor. Ill. lst & ref. D 10,000,000 
9,500,000 
7,500,000 


7,000,000 
6,000,000 


6,000,000 
5,700,000 
5,000,000 
5,000,000 
5,000,000 
5,000,000 


Price 
102% 


ot 


o 


1929-38 


The Outlook for Money 


 tgpemernie developments in the money 
market seem to indicate a somewhat 
easier trend. This development is em- 
phasized in the latest reviews. To what 
extent this situation will continue over 
into the new year is problematical, the 
outlook for the long view depending in 
considerable measure upon the policy of 
the Federal Reserve System. 

Present trends are noted by the Guar- 
anty Trust Company of New York, 
which says: 

“The continued expansion of brokers’ 
loans has produced no further tighten- 
ing of money rates. In fact, the ten- 
dency since the beginning of this month 
has been toward greater ease, although 
there has been little actual change in 
A com- 
parison with the rates that prevailed a 
year ago shows that both call and time 
loans have risen about 2% per cent, 
while commercial paper has advanced 
only about 1% per cent. 

“The comparatively slight advance in 
money rates for commercial purposes, 
particularly at interior points, is pointed 
out by the Federal Reserve Board in the 
current issue of its monthly Bulletin. 
Not only have the open-market rates on 
commercial paper risen much less than 


the rates on time and demand loans, but 
the rise in rates charged by member 
banks to their regular customers has 
been even smaller than the advance in 
open-market commercial paper. In New 
York City the average rise has been 
more than one per cent, while in other 
northern and eastern cities it has been 
less than one per cent, and in southern 
and western cities it has been less than 
half of one per cent. The conclusion is 
that the pressure of higher rates has 
been felt chiefly in the open market, and 
that the greater part of the additional 
burden has fallen upon operators in the 
security markets rather than upon com- 
mercial business at large.” 


of Federal Reserve 
policy in the future course of money 
is stressed by the National Bank of 
Commerce in New York, which says: 
“The outlook for money continues to 
rest to a large extent upon Federal Re- 
serve policy. A larger amount of reserve 
funds has come into the market through 
open market purchases than was ex- 
pected earlier in the year. The increase, 
however, indicates no change in Fed- 
eral Reserve policy or practice. The 
principal means by which the reserve 
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4% 1978 4.15 
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436 1963 99 4.81 
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banks take direct action on their own 
initiative to put reserve funds into the 
market is the purchase of government 
securities. The volume of government 
securities held by the reserve banks has 
not changed materially for a number of 
months. On Nov. 7 it was $223,000,000 
as compared with $230,000,000 on May 
23. In the meantime the volume has 
never been more than $25,000,000 from 
this level. 

“The increase in open market opera- 
tions has been entirely due to the fact 
that a larger volume of bills than usual 
has been drawn this year, and to the 
additional fact that because of the high 
money rates a larger percentage of the 
pills created has been presented to the 
reserve banks. The increase in the open 
market operations has been purely inci- 
dental to the reserve banks’ continua- 
tion of their traditional policy of taking 
whatever volume of bills is offered to 
them. No disposition to depart from 
this policy has been announced at any 
time. The increase in the volume of 
open market operations therefore con- 
stitutes no deviation from _ previous 
policy indicated by expressions coming 
from Federal Reserve circles. 

“Tt may be argued, however, that even 
though policy has not changed, so long 
as the following of the customary prac- 
tice of the reserve banks results in a 
larger volume of bills reaching them, the 
final result is in part to offset the effect 
of Federal Reserve firm money policy. 
This expresses just what has occurred 
during the last few weeks. Increases 
from now on, however, up to the period 
of the seasonal peak of the volume of 
bills carried by the reserve banks will be 
accompanied by, or soon followed by in- 
creased demands for currency. Any eas- 
ing influence from increased volume of 
bills purchased from now until the end 
of the year will soon be offset by the in- 
creased currency demands. 

“The more recent expressions from 
Federal Reserve circles reaffirm the im- 
plications of previous statements that 
the extent to which the Reserve System 
will be willing to assist the money mar- 
ket in the future will depend upon the 
use made of reserve funds. There has 
occurred no indication that the Reserve 
System would change its present firm 
policy so long as such a large amount of 
the country’s credit is utilized in specu- 
lative activities.” 


HE view of the Federal Reserve 

Board, as expressed in the Federal 
Reserve Bulletin for November, is as 
follows: 


“Banking developments recent 
weeks indicate that the early autumn 
peak of credit demand has been passed 
without causing the banks to increase 
their borrowings at the reserve banks, 
and that, on the contrary, sales of bills 
to the reserve banks have enabled mem- 
ber banks to reduce their rediscounts 
with the reserve banks. As a conse- 
quence conditions in the money market 
have become somewhat easier, though 
the level of rates is still much higher 
than in other recent years.” 


His prey is the unprotected 


HE warped brain of the bank bandit 
impels two things—shoot to kill and 
attack the inadequately protected bank. 
Police guards and safety alarms do not 
stop him. His gun fire is too swift and 
accurate. 
Bank officials, who realize their re- 
sponsibility in protecting employees’ 
lives and the depositors’ money, install 
Ban-Tex Patented Bullet-Resistant Wire 
Cloth and “Honsinger” Patented Safety A tection of Ban- 
Deal trays, amplifiers and gunports. They 
offer dependable protection at a com- from a side arm to 
paratively small cost. They carry the pete: 
Underwriters’ approval and earn reduced 
insurance rates. 
Write today for booklet No. 79C, con- 
taining complete information. 


BUFFALO WIRE WORKS CO., Inc. 


(Formerly Scheeler’s Sons) 
Est. 1869 


568 Terrace 
The Honsinger Pat- 
ented Gunport. Sup- 
plied also with pat- 

Trade Mark Reg. ented amplifier. 

U. 8. Pat. Off. 1756 


Buffalo, N. Y. 


cus is the season of the Year when your customers start 


for Southern California. ) 
If you will pro- 


vide them with 
cards or letters of 
introduction to 


this Bank, they 


will receive spec- 


at any one of the 
54 offices and 
Branches of the Bank, covering 
the entire Los Angeles Metropolitan Area. 


You will find these special intro- 
duction cards a convenience. A 
handy book of them sent on request. 


EGURITYW 
& SAVINGS BAN K. 
Resources over $250,000,000 
Los Angeles 


Besides complete Banking 
facilities, we have unusual- 
ly well developed arrange- 
ments, with information 
desk, maps, literature &c for 
making their stay in South- 


ern California pleasant. 


New Code Distributed 


i ee new 1928 telegraphic Code of the Quite a number of phrases pertaining 


American Bankers Association will 
become effective Jan. 1, 1929. It will 
supplant and render obsolete the Code 
of 1914. 

Copies of the new Code have been dis- 
tributed to all members of the Associ- 
ation. 

Many additional phrases are contained 
in the new Code, which is regarded as 
adequate for every practical banking re- 
quirement and therefore should prove 
most useful to the membership. 


particularly to operations of the Fed- 
eral Reserve banks have come into com- 
mon use since the Code of 1914 was com- 
piled, and therefore are not found in 
that issue. For this reason and to meet 
other suggestions, such as the elimina- 
tion of the serial numbers directly to the 
left of each Code word and a change in 
the system of authenticating telegrams, 
the Association, in its desire to improve 
constantly its service to members, com- 
piled the new Code of 1928. 
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Is Your Mail Private 
or Public? 


“Aha! ~-I see Frank Quinley 
owes his Bank 


$5000” 


Do you send your private confiden- 
tial mail in envelopes that can be “read 
through” by anybody from the janitor 
and office boy on up? 

This country-wide need for a private 
one-piece window envelope is what 
prompted us to develop the new 


The -pake one - piece 


window envelope renders your mail 
absolutely confidential so far as read- 
ing through it is concerned—it cannot 
be deciphered by prying eyes even 
when holding it before a strong light, 
thus safeguarding your customers’ 
private business transactions with your 
house. 


Showing How Ordinary Envelopes Can be Trans- 
parentized With Gasoline and Contents ‘‘Read 
through’ them, Leaving No Trace of Tampering 


Let us send samples and prices 
of this wonderful 7% 


You can _ then ‘Opake 


judge for yourself their splendid merit. 


Also made in regular envelopes 
without window 


TRANSO ENVELOPE Co. 
3530 N. Kimball, Chicago. TIl. 


Savings Conferences 


HE first two regional conferences of 
the Savings Bank Division are sched- 
uled for San Diego, Cal., Feb. 20 and 21, 
and Grand Rapids, Mich., Feb. 27 and 


28. The dates for the regional confer- 
ences to be held at Birmingham, Ala., 
and New York City have not yet been 
fixed. 

Banks in the states of Washington, 
Oregon, California, Nevada, Arizona, 
Utah, Idaho, Montana, Wyoming, Colo- 
rado and New Mexico will be represented 
at the San Diego conference. 

At the Grand Rapids conferences rep- 
resentatives will attend from banks in 
North and South Dakota, Nebraska, Kan- 
sas, Missouri, Iowa, Minnesota, Wiscon- 
sin, Illinois, Indiana, Ohio and Michigan. 


Trusts Reflect Wealth 


EARLY one-fifth of all the banks 

and trust companies in the United 
States are acting as trustees in either 
the personal or corporate trust branches, 
or in both, according to a survey made 
by Walter Tresckow of the Central 
Union Trust Company. 

The survey shows that in the 26,389 
state, national and saving banks and 
trust companies in continental United 
States, 4925, or 18 per cent, now have 
trust powers. The lowest ratio is that 
of North Dakota, where only 15, or 3 
per cent, of its banks are authorized to 
maintain trusts. Delaware stands first 
with a ratio of 50 per cent, and Ver- 
mont follows closely with 49 per cent. 
The results of the survey follow: 


Banks and Trust Per- 
Companies Having 


Trust Powers 
(Incl. Branches) Total 
Private Banks 
Banks Omitted) in State 
Alabama ....... 67 18 
Arizona ........ 30 43 
Arkansas ...... 39 8 
California ...... 192 31 
Colorado ....... 61 17 
Connecticut .... 97 39 
Delaware ...... 32 50 
Plorida ........ 57 18 
Georgia ....... ‘ 48 9 
T4BHO 13 9 
THinols 262 14 
Indiana 381 41 
407 30 
KANSAS 46 4 
Kentucky ...... 119 20 
Louisiana ...... 86 30 
Maime 79 42 
Maryland ...... 59 24 
Massachusetts .. 137 28 
Michigan ....... 62 8 
Minnesota ...... 60 5 
Mississippi ..... 50 14 
Missouri ....... 109 7 
Montana ....... 21 10 
Nebraska ...... 44 4 
Nevada ........ 13 37 
New Hampshire. 24 19 
New Jersey..... 266 46 
New Mexico..... 5 8 
New York....... 354 34 
North Carolina. 137 24 
North Dakota... 15 3 
13 13 
Oklahoma ...... 34 5 
Orewon 34 13 
Pennsylvania ... 562 35 
Rhode Island... . 13 22 
South Carolina.. 59 19 
South Dakota... 2 6 
Tennessee ......- 163 28 
Vermont ....... 52 49 
Virginia ........ 117 22 
Washington ... 52 14 
West Virginia... 66 19 
Wisconsin ...... 68 7 
Wyoming ......- 28 32 


The aggregate of corporate trusts is 
placed by Mr. Tresckow at many bil- 
lions of dollars. Life insurance trusts 
alone are estimated by the Trust Com- 
pany Division of the American Bank- 
ers Association at three-quarters of 
a billion dollars. Estimates of the total 
of personal trusts were found impossi- 
ble because of the different methods of 
bookkeeping used by various banks and 
trust companies. 

It is felt that the enormously in- 
creased wealth of the United States be- 
coming the money center of the world, 
and its tremendous industrial expan- 
sion, has been reflected in the greatly 
augmented personal and life insurance 
trust business in banking institutions 
throughout the nation. 
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Better Side of Farming 
(Continued from page 548) 


1927 and $14.99 per farm in 1926. These 
expenditures are on a $10 per day and 
ten cents per mile cost basis. The re- 
pairs and betterments were $27.26 per 
farm (6% cents per acre), compared to 
$47.44 per farm in 1927 and $22.75 per 
farm in 1926. The grass seed costs per 
farm in 1928 were $15.91 (three cents an 
acre); $7.63 in 1927 and $5.71 in 1926. 
To watch these farms and their yearly 
statements is very interesting and gives 
some real information, uncolored by poli- 
tics or self-interest. 

The most difficult and by far the 
most vital part of a farm management 
organization, and yet peculiarly the most 
unrecognized by executives as a whole, 
are the rental supervisors. If the right 
kind of a man—practical, with keen 


| judgment and resourcefulness to attract 
' and hold good tenants—is not found, 
' our experience shows that it costs a 


$20,000 yearly loss with 100 farms; 
with 1000 farms it would be a $200,000 
yearly loss. I believe our experience is 
a fair cross-section. 


Importance of the Rental 
Supervisor 


T is an odd circumstance that finan- 

cial executives should take so long 
to recognize the importance of practical 
farm management. Many of them are 
still clinging to the idea that “any fool 
can run a farm,” which may have been 
true during the previous half century 
of steadily increasing land values to 
cover up all errors along the way. This 
is now reversed. A _ successful rental 
supervisor is harder to select than a 
$15,000-a-year bond statistician, whose 
periodical check-up with the markets or 
other highly organized bureaus will re- 
veal his qualifications. There is no such 
check-up for a rental supervisor, and his 
work is mostly buried until the passing 
of several crop years. Records kept on 
forty-four farms in Frontier County, 
Nebraska, show that those farms, fol- 
lowing a simple program of soil rota- 
tion and more livestock, made an aver- 
age labor income of $2,941 yearly ($245 
a month), as compared to a labor in- 
come of $157 a year on farms where 
this program was not followed. Know- 
ing how to direct tenants in obtaining 
some of this easily added income requires 
successful personal farming experience, 
as well as a new and highly specialized 
degree of ability. Our rental super- 
visors have a definitely assigned terri- 
tory. Each manages from 150 to 200 
farms under a system provided for him, 
and does so successfully. One of them 
last year sold out twenty of his farms 
and asked for more territory. Our farm 
department manager aims to make one 
yearly personal visit and written report 
on each property. The Missouri trip of 
1525 miles last May covered ninety-four 
farms and was made in twelve days, 
averaging 127 miles and nearly eight 
farms daily, at an average cost of $2.84 


Large Profits for Investors 


In Holding Companies 


In April, 1927, when corporation was fifteen months old, - 
we recommended Financial & Industrial Securities Corpor- 
ation at $58 per share. That stock has since so!d as high 
as $140 per share. - Ir addition to a 5% stock dividend, valu- 


able rights were received. 


In May, 1927, we recommended National American Com- 
pany at $70 per share. That stock has since sold as high 


as $180 per share. 


In November, 1927, we recommended City Financial Corp. 
when it was four months old at $68 per share. That stock 
has since sold as high as $111 per share. 


WE NOW RECOMMEND 


Bankinstocks Holding Corporation of New York City for 
permanent investment. This company was organized fifteen 
months ago and has earned at the rate of 40% per annum 
on capital employed. Price of common stock at market $25 


per share. 


Special Report U-2 on Request 


Ralph B. Leonard & Co. 


Specialists in Bank and Insurance Stocks 


25 Broad St., New York 


BONDS 
THAT SELL 


Surety Guaranteed 
First Mortgage Bonds 


of 


Old Established 
First Mortgage Companies 
Undervwritten 


by 


The Colonial Mortgage 


Investment Company 
First National Bank Building 


Baltimore, Md. 


per report. It is as important as the 
supervisor’s regular calls. The once-a- 
year view, through different eyes, brings 
out more clearly the weak and strong 
points of a farm and tenant. The super- 
visor, however, must be in full control, 
and dual authority in a tenant system 
is even more pernicious than in an office 
system. 

We have a tenant’s application which 
gives a good line on his history. The 
supervisor sees his previous place, and 
talks to his neighbors and landlord. We 


Whitehall 4270 


A BOON TO 
WHITE SHIRT WEARERS 


To Bankers and Executives and 
men of all Professions—Here is a 
revolutionary idea in men’s shirts. 


The cuffs on PHILCUFF Shirts are 
made of ONE PIECE of multi-ply fabric 
with the fold line WOVEN in. EITHER 
side being the right side, they can be in- 
stantly reversed showing a straight white 
line at the wrist and they will not wrinkle. 


Made in a fine white broadcloth, in both 
neckbandand collar-attached styles. 


Price—$2.50 per garment 


If unable to procure them 
in your city, write us. 


Philcuff, Inc., 34 W. 33rd St., New York, N.Y. 


use a cropper’s contract under which 
we are the owners of the entire crop 
and deliver to the tenant rather than 
the usual lease formula and find this 
a very efficient moral anchor. 
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WHAT DO YOU THINK? 


«% Being a more or less personal talk between the Evitor and the READER ©. 


Helps for Banks 


HE model form for executive officers 

to report to directors the business of 
the bank is being distributed by the Clear- 
inghouse Section of the American Bankers 
Association. 

As explained in the October issue of the 
JOURNAL this form was devised through the 
cooperation of representatives of the Clear- 
inghouse Section, the State Bank Divi- 
sion, the National Association of Super- 
visors of State Banks and National Bank 
Examiners as a means of bringing to the 
attention of bank directors the affairs of 
their institutions. 


The form consists of but one sheet 
printed on both sides, but its use is ex- 
pected to aid in a large degree all who are 
concerned with the management and the 
supervision of banks. 

Most of the State Banking Commissioners 
have ordered quantities of the forms for the 
purpose of supplying banks under their 
jurisdiction. The form is sold by the Clear- 
inghouse Section at $1 per hundred, post- 
paid. 


On the subjects of protection and insur- 
ance the Protective Department has a num- 
ber of pamphlets, the reading of which 
will in some instances point the way to sav- 
ing money on insurance, in others point the 
way to save the bank and the bank’s cus- 
tomers from serious losses. Included in this 
department’s list are the following: 

“Adequate Insurance Protection Pays.” 

“Bank Burglary and Robbery Policy.” 

“Banks Can Beat the Crooks.” 

“Better Be Safe Than Sorry.” 

“Dependable Bank Insurance.” 

“Prevention Means Protection.” 

“Taking Finger Prints Upon Arrest.” 


Large Accounts from Small 
Courtesies 


66] HAVE in my desk fifty reports from 
fifty of our Branch Managers telling 
how by some little courtesy or favor ex- 
tended they were able to swing large ac- 
counts to this bank,”’ writes an officer. 

“As I have been reading over these re- 
ports, I have been surprised how responsive 
the public is to small courtesies, especially 
if extended to them at a time when the 
bank is under no obligation. 

“Tre only goes to show that the bank that 
wants to succeed in a big way cannot afford 
to overlook the fact that the public is re- 
sponsive to small courtesies, and that it is 
by extending these courtesies to strangers 


as well as to old customers that a bank is 
certain to make splendid growth. 

“More and more I am becoming con- 
vinced that our banks should pay more at- 
tention to little ordinary courtesies. By this 
I do not mean rendering service at a loss 
or carrying a lot of little checking ac- 
counts, but I mean just watching for an 
opportunity to extend some little courtesy, 
often when it is unexpected. I marvel at 
the results as indicated by these reports, and 
they are all the personal experiences of man- 


” 


agers. 


“Members for Years’’ 


N the day’s mail, and its many queries, 
there often is a letter with a hesitant 
note. Some banker writes that his bank 
has been a member of the Association for 
years, and that he does not want to bother 
us—but he would like information on a cer- 
tain subject and then he proceeds to state 
his case. Of course the information is sent 
to him with all care and dispatch. 
Yet the hesitant letters are gratifying. 
First, because they enable us to render 
a useful service to a member bank and, 
secondly, because the hesitant letter from 
the old member reveals that the writer 
values the work the Association is doing for 


banking in general, and that he is more’ 


concerned over the main issue of bank- 
ing—the main service for banking—than 
he is over a detail of service to him or to 
his institution. 

Such men truly visualize the highest and 
best function of a national association. 
They see it as a bulwark for all banking 
which bulwark it is to their advantage to 
steadily, consistently and faithfully main- 
tain all through the years. 

They visualize it also as an organization 
concerned in those larger affairs of bank- 
ing policy which affairs would be burden- 
somely expensive for individual banks to 
attempt to take care of, each for itself. 

Thus the hesitant letter—modestly com- 
ing along with the more matter-of-fact 
routine inquiries has a bit of a charm and 
—in the vernacular of the times—a “kick” 
of its own which the sender did not know 
he was putting into it. 


Window-Dressing 


N his recent inaugural address to the 
Institute of Bankers, Frederick Hyde, 

president of the Institute and Joint Man- 
aging Director of the Midland Bank of 
London, said: 

“T should like to say a few words on the 
subject of window-dressing, an operation 
which causes considerable disturbance in the 
money market at the end of each half- 
year and to a small extent each week. Al- 
though it is old standing and has been gen- 
erally indulged in I do not think that any 
one would seriously defend it. Apart from 
all other considerations it fails of its pur- 
pose, for it misleads nobody.” 


Group subscriptions will help the staff of 
every bank. 
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The January Journal 


ND speaking of protection, what a lot 

of protection there is in the monoton. 

ous clicking of the telegraph instrument! 
Far more, we suspect, than even the bankers 
themselves realize, for it is the way of the 
world to accept as ordinary a good servant 
and go on to something else just as soon 
as it is realized that the good servant, espe- 
cially a mechanical one, does the work and 
needs little watching. Reflections along that 
line are responsible for the de Maris paint. 
ing from which the cover of the January 
JOURNAL is now being printed—a rather 
unusual picture—as pictures go—a symboli- 


zation of a feature of banking and busi- 
ness great in importance but negligibly small 
in the ‘discussion of banking topics. 


A Protection to Depositors 
HE Dime Bank Title and Trust Com. 


pany, of Wilkes-Barre, Pennsylvania, 
is issuing without charge a booklet listing 
some seventy brokerage firms and stock tip- 
ster services unregistered under the Penn- 
sylvania law and which therefore have no 
right to sell or offer for sale securities in 
Pennsylvania. 

“Investigate Before You Invest’ is the 
title of the booklet, which carries on the 
cover the advice: “Do not purchase secuti- 
ties from unknown brokers until you have 
read this booklet.” 

In its introduction the booklet says: “In- 
vestigation shows that many of the firms 
listed on the following pages have been 
sending their literature to investors in this 
city. We recommend to all that a careful 
perusal of the following report be given 
before purchasing stocks from unknown 
brokers. If you have any doubts regarding 
any securities offered to you, consult your 
banker before investing.” 

This is a service that banks in other sec- 
tions of the country might perform to the 
benefit not only of their depositors but of 
themselves. The report of the Pennsylvania 
Securities Corporation shows up the whole 
scheme of trapping the unwary investor 
through the medium of tipster sheets and 
fake service bureaus. 


Isn’t it illogical to spend time and money 
getting new savings accounts and at the 
same time to be inactive and indifferent overt 
the campaigns of fake stock salesmen who 
are depleting the best savings accounts? 

Whatever other differences the banks of 
a community may have, they might profit- 
ably be united in some plan to protect their 
community against the operations of the 
salesmen with fake securities. 


| 
| 
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PROTECTIVE SECTION 


AMERICAN BANKERS 


Detective Agents 


The William J. Burns International Detective Agency, Inc. 


Banks’ Yuletide Spirit Certified 


A. 
PARMALEE 
(3123) alias G. 
A, Simpson, 
Thomas J. Palmer, George 
Arnold Roberts, H. A. 
Stuart, eic., follows a pre- 
cedent which he established 
some years ago, one or 
more member banks may 
soon pay his expenses for 
the next twelve months. 
About this time during 
each of the last few years, 
this forger. .succeeded in 
opening accounts with dif- 
ferent banks in the same 
city. After keeping them 
active for a short time and 
having a check certified at 
each bank, he almost de- 
pleted his balances leaving 
only enough’ to keep the 
accounts open. 

Shortly before Christmas 
he would return and 
deposit a _ substantial 
amount in one_ bank, 
portions of which he 
transferred to his other 
bank accounts. Thus 
he builded confidence in 
the tellers, and when 
withdrawing large 
amounts he let it be un- 
derstood that they were 
for payroll purposes. 

Meanwhile, Parmalee 
would have the certifi- 


Lucias A. Parmalee 
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cation stamps of the banks 
reproduced. His next step 
was to almost close out 
each account. Picking the 
busiest hour on the Satur- 
day morning before Christ- 
mas, he presented to tellers 
at the drawee banks checks 
in large amounts purport- 
ing to bear their certifica- 
tion stamps. Where ex- 
cuses for this unusual pro- 
cedure were necessary he 
offered an explanation and, 
having already sold him- 
self to the tellers, he ex- 
perienced little difficulty in 
securing the funds. 
Parmalee originally lived 
in Waterloo, Quebec, and 
at one time was a bank 
teller. An English-Cana- 
dian, he is about 40 years of 
age, 5 feet 6 or 7 inches tall, 
weighing 160 pounds, has 
black hair, brown pene- 
trating eyes, round heavy 
jaws, dark complexion 
and medium build. At 
times he wears a black 
mustache and occasion- 
ally horn-rimmed glasses. 
Any information regard- 
ing this operator should 
be communicated to the 
nearest office of our 
agents or the Royal 
Canadian Mounted 
Police. 


Published in Two Sections—Section Two 
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Greek Forger’s Success Continues 


the past 15 months, the pho- 
tograph of JAMES ANDREUS 
(2438), alias Karneges, alias Cosmos, 
alias Pappas, alias Thomas Gregory, 
and numerous other names of Greek 
origin, has appeared five times in vari- 
ous issues of the Protective Section to- 
gether with an outline of his methods of 
operation. In spite of this publicity, 
searcely a month goes by that does not 
bring a report to our attention showing 
he has added another victim to his al- 
ready large list. 

This operator defrauds banks in New 
York City and nearby towns by worth- 
less checks and forgeries. In every in- 
stance he himself receives the money 
over the counter at the bank, and as a 
rule the bank is defrauded. The most 
recent report comes from Plainfield, N. 
J., where under the name of Andrew 
Gallanis he opened an account by de- 
positing a check drawn on a Rahway, 
N. J., bank for $650. Later in the day 
he made an additional deposit of a check 
for $140 drawn on another local bank 
purporting to have been issued by a 
local candy dealer who also did business 
with the bank where the operator car- 
ried his account. He then presented his 
own check for $140 and the teller know- 
ing that the local merchant was‘ good for 
the amount of the deposit, cashed the 
operator’s check. It later developed that 
the check deposited by the operator bore 
a forged signature of the local candy 


James Andreus 


dealer and that two other Plainfield 
banks had been defrauded in the same 
manner. 

In this instance, the operator had can- 
vassed local Greek merchants represent- 
ing himself as a salesman for a pre- 
served fruit concern and while calling 
on them obtained information as to 
where the various merchants carried 
their accounts. Another scheme which 
Andreus has used successfully is to 
watch advertisements, particularly those 
appearing in Greek papers, inserted by 
merchants who wished to dispose of 
their business or get a partner with ad- 
ditional capital. He would call on the 
merchant and offer him a price slightly 
in excess of what the prospective seller 
had expected to receive and then give 
him his check drawn on an out of town 
bank. He would then write out form 
of agreement in duplicate, one of which 


Arrest This Bandit 


HARLES EDWARDS (38459), alias 

Claude Udwine, has been identified 
as one of three bandits who held up the 
Hollywood Junction Branch of the Cali- 
fornia Bank, Los Angeles, Cal., on the 
afternoon of Nov. 9, 1928. Two of the 
bandits entered the bank while three em- 
ployees were on duty and two customers 
were transacting business, and at the 
point of a gun forced one of the tellers 
to turn over about $4,000 of the bank’s 
money. 

The picture of Edwards is reproduced 
with this warning. He is an English- 
man, 26 years of age, looks much older, 
5 feet 8 inches tall, weighing 155 
pounds; has dark brown hair, brown 
eyes, dark complexion, hook nose, high 
cheek bones and gold teeth in upper and 
lower jaw. Fingerprint classification: 
31/19, 10/01, 18/17. 

The other bandit who entered the 
bank appeared to be an American Jew 
about 24 years of age, 5 feet 4 inches 
tall, weighing 140 pounds; light com- 
plexion, round face. The third bandit 
sat at the wheel of an Essex coach bear- 
ing California License No. 1-709-895. 
Any information regarding the location 
of Edwards or the identity of his com- 
panions should be transmitted to the 
nearest office of our agents or to Cap- 


Charles Edwards 


tain William M. Cahill, Los Angeles De- 
tective Bureau. 


A Successful Bluff 


ITHIN a half an hour of closing 

time on the afternoon of Oct. 17, a 
stranger entered a Los Angeles, Cal., 
bank, sat down at the desk of the as- 
sistant manager and set a handbag, 
which he had been carrying, on his 
knees. He then gave the assistant man- 
ager a note to read. This stated that 
the handbag contained an infernal ma- 
chine and unless he was given $7,000 in 
bills of small denominations specified in 


he would sign and request the merchant 
to sign the other. Then as an evidence 
of good faith on the part of the mer. 
chant he would insist on accompanying 
him to the bank to see that the check 
was deposited. On the visit to the bank 
the operator would make sure that the 
teller saw him in company of the de- 
positor. After leaving the bank with 
the depositor he would forge the latter’s 
name, using the signature appearing on 
the agreement as a model, then re-enter 
the bank and approach the teller who 
had previously seen him in the deposi- 
tor’s company. 

The previous warnings on this opera- 
tor appeared on page 4, July, 1928; 
page 4, June, 1928; page 6, February, 
1928; page 4, December, 1927, and pag 
6 of the September, 1927 issues of this 
Section. Particular attention should be 
given this warning by banks in the ter- 
ritory through which the operator seems 
to confine his activities. Several war- 
rants are in existence and bankers 
should not hesitate to cause his arrest. 

We are advised that Andreus has his 
hair cut closer than shown in his photo- 
graph, has grown a mustache (which 
he may shave off at any time) and that 
his hair is slightly gray at the sides. He 
is about 42 years of age, 5 feet 5 inches 
tall, weighing 150 pounds; has brown 
eyes, black hair (graying), short and 
stocky build, dark complexion; very 
neat dresser. 


the note, the bag would be shaken or 
dropped, which would cause both the 
bank official and the bandit to hastily 
depart for another world. 

The bank official apparently became 
convinced that the man was in earnest 
and the $7,000 was given to him. After 
he received the money the bandit forced 
the bank official to take the handbag 
and accompany him to the street. He 
then pointed to a hotel directly opposite 
and said he had two accomplices who 
were pointing guns at the banker and 
if an alarm was given, they would shoot. 
The bandit then walked across the street 
and by the time the alarm was sounded, 
he had completely disappeared. The 
grip was taken to police headquarters 
for close inspection and it contained 
only paper. The bandit’s description is 
38 to 40 years of age, 5 feet 10 inches 
tall, weighing 160 pounds; smooth 
shaven, gray eyes, well dressed and 
spoke perfect English. 


Forges Customers’ 


Indorsements 


A CLEVER crook using forged checks 
on printed forms of the firm An- 
derson and Jones, operated in Sham- 
rock, Tex., on Nov. 17 and at Altus. 
Okla., on Nov. 20. These checks are 
drawn on the National Bank of Mar- 


. 
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low, Marlow, Okla., in amounts of be- 
tween $300 and $400 and bear the sig- 
nature, R. L. Anderson, below the firm 
name. 

In order to facilitate the negotiation 
of these uncollected items, the operator 
forges the indorsement of a reliable cus- 
tomer of the banks at which he presents 
them. At least one bank is desirous of 
prosecuting this criminal and if located 
he should be apprehended. Only a 
meager description has been furnished, 
which follows: about 30 years of age, 
slender build, well dressed and clean 
shaven. 


Embezzler Wanted 


Harry Kimmel 


_— New York Police Department is 
very anxious to effect the arrest of 
HARRY KIMMEL (38460), alias H. 
Harvey, whose photograph appears 
above. He is accused of having em- 
bezzled about $6,000 from his former 
employers. A warrant is in existence 
for his arrest and he will be extradited 
from wherever he should be located. We 
are advised that a $1,000 reward has 
been offered for his arrest. Kimmel is 
24 years of age, 5 feet 4% inches tall, 
weighing 134 pounds; has black curly 
hair, dark complexion and a mole on 
right cheek. He is a frequenter of pool 
rooms and dance halls, and is proficient 
as a clog dancer. 


EDWARD FARREN (38497) 
opened an account with a Brockton, 


Eduard. 


Se 


Marve? 


Mass., bank by depositing a $450 check 
signed William S. Harris drawn on the 
Industrial Trust Company, Providence, 
R. I. This deposit and also a similar 
check for $86.50 which Farren_ suc- 
ceeded in having cashed over the coun- 
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ter, were returned “no account.” We 
have no physical description of the oper- 
ator, but we are reproducing specimens 
of his handwriting, and request that any 
information concerning him be trans- 
mitted to the nearest office of our agents. 


Did They Defraud You? 


66 R.” JOHN WICKMAN BARNES 

(3461) was arrested by the Mem- 
phis police and has been returned to Fort 
Worth, Tex., for prosecution on a charge 
of passing worthless checks. Our rec- 
ords show that this operator was intro- 
duced at the Broadway Branch of the 
Bank of Italy, Los Angeles, Cal., by an 
official of a local life insurance company 
by whom he had been employed. He de- 
posited two drafts totaling $3,000, one 
drawn on the Illinois Merchants Trust 
Company, Chicago, IIll., and the other on 
the Guaranty Trust Company, New 
York City, which were subsequently re- 
turned protested. 

When arrested, the operator had in 
his possession the passbook issued by the 
Los Angeles bank showing deposits of 
$25,000. A report from our Los ‘Angeles 
agents states that when Barnes left the 
employ of the life insurance company 
there, he took with him a portable type- 
writer belonging to one of the officials 
and the proceeds of two worthless 
checks which he had cashed at the com- 
pany’s office. We are publishing the pic- 
ture and description of Barnes as he has 
doubtless defrauded other banks and in- 
dividuals throughout the country. If 
his picture is recognized as that of a 


John Wickman Barnes 


person who has defrauded any member 
bank, it should have a detainer warrant 
filed with the authorities of Fort Worth, 
Tex. Barnes is 43 years of age, 5 feet 
6 inches tall, weighing 124 pounds; slen- 
der build; has dark chestnut hair, dark 
blue eyes and ruddy complexion; born in 
England. 


O. M. DURFEE (2490), who was 

¢ reported under the name of D. D. 
Drake on page 5 of the October, 1927, 
Protective Section, and was warned 
against in previous issues, recently re- 
sumed his fraudulent operations, using 
the name of J. Killingsworth. 

He is now reported under arrest at 
Cleburne, Tex. He invariably repre- 
sented himself as an employee or official 
of a legitimate oil corporation, drawing 
his checks on banks with which the cor- 


E. O. M. Durfee 


poration purporting to issue them has 
no account. The only name which this 
operator uses with any frequency is E. 
O. M. Durfee and usually his checks are 
ostensibly issued by the Standard Oil 
Company, though the last one called to 
our attention bears the name of the Gulf 
Refining Company, Port Arthur, Tex., 
and is drawn on the First National 
Bank of Port Arthur. We are repro- 
ducing picture of the operator, who is 35 
years of age, 5 feet 7 inches tall, weigh- 
ing 143 pounds; medium build; has light 
complexion, hazel eyes, light chestnut 
hair, smooth shaven. His victims should 
have their authorities communicate with 
the sheriff at Cleburne, Tex. 


EROME LATZ (3462), alias Robert 

Walton, alias Theodore Gore, is being 
held by the police of Erie, Pa., where he 
was arrested due to the vigilance of a 
New York bank. However, the charge 
against him covers only an attempt to 
pass a bogus check, and unless other 
victims come forward with detainer war- 
rants, he will soon be free to resume his 
fraudulent operations against banks and 
others. It is particularly desirous 
that as many charges as possible be 
lodged against this operator for his rec- 
ord with the New York Police Depart- 
ment alone covers -six arrests for 
forgery and grand larceny between Oc- 
tober 1919 and October, 1927. The form 
of check being used by Latz at the time 
of his arrest was one purporting to be 
drawn on the Chelsea Exchange Na- 
tional Bank, Forty-ninth Street and 
Broadway, a non-existent institution. 


Jerome Latz 
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They were made payable to Jerome Latz 
or order and signed Theodore Gore, Jr., 
Publicity Department. In the lower 
left corner the name Radio Broad- 
casting Corp. of New York appears. 
Printed across the bottom of the check 
is: “It is understood that this remit- 
tance is in payment of Publicity De- 
partment item—and constitutes full 
payment thereof.” The checks were for- 
warded by the Clearing House Asso- 
ciation to the Chelsea Exchange Bank 
and their prompt action in telephoning 
Erie, Pa., when an item was received 
from that city, caused the arrest of the 
operator. 

We are reproducing a picture of Latz 
and request bankers recognizing him as 
a person who has defrauded themselves 
or a customer, to make every effort to 
have their local police lodge detainer 
warrants with the Chief of Police at 
Erie, Pa. 


Joe Maltais 


Je MALTAIS (3468), alias Pite Bou- 


lette, alias Bill Parker, alias Arthur 
Lassard, has been arrested by the Maine 
authorities after having left a trail of 
bogus checks through that State, also 
New Hampshire and Massachusetts. The 
operator secured signatures of garage 
owners, clergymen, farmers and real 
estate agents on some pretext or another 
and then copied them as indorsements on 
worthless checks: which he negotiated at 
local banks. As Maltais is a dangerous 
operator against banks, we are publish- 


Warnings 

CHARLES ADDAMS (38467) is ne- 
gotiating bogus certified checks signed 
C. W. Addams, Sr., drawn on the 
Broadway office of the California Bank, 
Los Angeles, Cal. The operator evi- 
dently represents himself as being con- 
nected with the Union Oil Company, 
Ltd., of Los Angeles and his victims are 
garage and service station proprietors. 


A. L. BARVORD (3468) opened an 
account in a Brookport, Ill., bank de- 
positing a worthless draft signed by 
himself on the First National Bank of 
Danville, Ill. He represented himself 
as superintendent for the Wisconsin 
Bridge Company, which is constructing 
a bridge at Brookport, IIll., and stated 
that he did not want it known that he 
was to take over the supervision of the 
construction work for at least a month, 
as he wished to conduct an investigation 
of conditions before announcing himself. 
Due to the fact that construction com- 


ing his picture and description, and urge 
members who recognize him as being a 
person who defrauded them, to have 
their local police file detainer warrants 
with Captain Young, Department of 
Criminal Investigation, State Highway 
Police, Augusta, Maine. Maltais is 37 
years of age, 5 feet 9 inches tall, weigh- 
ing 150 pounds; has black hair, black 
eyes, medium build, dark complexion; 
wears tortoise shell glasses and is a 
French-Canadian. He has false teeth 
with a gold tooth in upper set, which 
do not fit well and click when he chews 
gum. 


C. MOORE (3464), alias R. S. 

¢ Burns, alias Samuel A. Goodwin, 
alias W. L. Home, alias Edward C. Mar- 
tin, alias Leonard C. Hill, reported on 
pages 8 of the September and 7 of the 
October 1928 Protective Sections, has 
been arrested in Los Angeles, Cal. He 
cashed worthless checks on the strength 
of Masonic credentials and posed as an 
operative of the United States Secret 
Service or a Special Agent of the Col- 
lector of Internal Revenue. Moore is 
about 45 years of age, 5 feet 11 inches 
tall, weighing 145 pounds; has blue eyes, 
medium gray hair, very light complex- 
ion—and a long thin face; is said to 
have a “wild look” in his eyes, and does 
not look at the person to whom he is 
talking; had a Masonic Blue Lodge Em- 


panies are sending new men to the city 
every day, the operator’s statement was 
accepted at its face value. He has a 
passbook and check book issued by the 
Brookport bank, and will probably use 
them as a means of identification in 
some future attempt to defraud. Bar- 
vord is about 35 years of age, 6 feet tall; 
has brown hair, black eyes, ruddy com- 
plexion and a thumb missing from his 
right hand. He wears a Masonic ring 
and carries a railroad pass as identifi- 
cation. 


F. V. BAYNE (3469), and E. 
FRANKLIN SMITH (3477), are re- 
ported attempting to negotiate bogus 
checks in New Jersey towns adjacent to 
New York City. Mr. Ellis Parker, 
Chief of Detectives of Burlington Coun- 
ty, N. J., would appreciate any infor- 
mation which any readers of this ar- 
ticle might have on the operators. Smith, 
who drew his check on an account which 
he claimed to have in the Mount Holly 
National Bank, is about 40 years of 
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blem. Detainer warrants should be for. 
warded to the Los Angeles police de. 
partment. 


HE REV. W. R. RYNN (3465), 

alias Ryan, alias Raymond, alias 
Molson, who has been traveling about 
the country in company with another 
fake priest passing worthless checks, 
has been arrested by the Miami police, 
and is being held for the authorities of 
Orlando, Fla., and Biloxi, Miss. Unfor- 
tunately his companion who traveled as 
the REV. EDWARD GILGAN (3466), 
made good his escape. The checks which 
have been called to our attention were 
drawn on the Whitney Trust and Sav- 
ings Bank of New Orleans, La., signed 


Rev. W. R. Rynn 


Rev. Edward Gilgan and on the lower 
left hand corner was written “Apostolic 
Mission House, Washington, D. C.” 
Rynn is 24 years of age, 5 feet 8 inches 
tall, weighing 180 pounds; has brown 
hair, gray eyes, medium complexion and 
is smooth shaven; states he was born in 
Akron, Ohio. The description furnished 
of Gilgan is 35 to 40 years of age, 5 feet 
8% inches tall, weighing 170 pounds; 
light hair and pink complexion. A pic- 
ture of Rynn is reproduced and banks 
recognizing him as having defrauded 
them should advise their local police to 
get in touch with the authorities at 
Miami, Fla. 


age, 5 feet 7 or 8 inches tall, dark com- 
plexion and was dressed in a light suit. 
Bayne used the form of the Mechanics 
Nat’l. Bank of Burlington, and is 35 
years of age, 5 feet 6 or 7 inches tall, 
weighing 170 pounds; has sandy com- 
plexion, smooth face, dark shell rimmed 
glasses and appears to have a cast in 
one eye. 


C. H. BERNSTEIN (3470) has been 
passing bogus certified checks in the 
vicinity of New York City, drawn on the 
form of the non-existent Traders Na- 
tional Bank, Paterson, N. J. The checks 
bear the transit number 59-251, are 
dated Paterson, N. J., signed C. H. 
Bernstein and running cross-ways on 
the left side of the check is printed C. 
H. Bernstein Garage. On the face of 
the check appears a stamp reading “Cer- 
tified Payable Only Unaltered Since 
Originally Drawn by the Maker.” The 
amount of the check is inserted and the 
certification purports to be signed by H. 
Rogers, as Cashier. Indorsement on one 
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check which we have in our possession 
indicates it was negotiated in Pearl 
River, N. Y. 


LEON BLACK (3471), alias Bartram 
Jennings, secured a check book of the 
First National Bank, Easton, Pa., and 
has had the name “J. E. Burley, Builder 
and General Contractor” printed on the 
bottom and the words “Pay Check” 
across the top. He has made out 
numerous checks all for $32.90 and 
stamped across the face “Certified First 
National Bank, J. S.” Burley is a 
reputable citizen of a town a short dis- 
tance from Easton but does not have 
an account with the Easton bank. The 
operator negotiated the checks through 
merchants from whom he purchased $4 
or $5 worth of merchandise, principally 
women’s apparel, and received the dif- 
ference in cash. Due to the fact that 
the name of the purported maker was 
well known, the operator was successful 
in every instance in negotiating his 
worthless paper. 


J. D. BROWN (3472), opened an ac- 
count with the Exchange National Bank, 
Tulsa, Okla., by depositing a draft for 
$16,500 drawn on the United States 
National Bank of Denver. The draft 
was returned as worthless, and it was 
later discovered that the same party had 
opened a similar account with a bank in 
Oklahoma City. No loss was sustained 
due to the carefulness of the banks in 
receiving the drafts for collection only. 
Brown, who represented himself as a 
real estate dealer, is about 35 or 40 
years of age, 5 feet 11 inches tall, 
weighing 155 pounds; smooth shaven; 
has ruddy complexion, chestnut hair and 
slender build. 


W. J. BURKE (38473) is operating 
with bogus checks drawn on the Man- 
hattan Safe Deposit Company, 152 West 
42nd Street, New York City, a non- 
existent institution, which appears in 
the place where the bank name regu- 
larly is. The numeral 1-59 is also 
shown and running cross-ways on the 
left side of the check is printed W. J. 
Burke. There is a number line in the 
upper right hand corner. No physical 
description of the operator is available, 
but we are reproducing a specimen of 
his handwriting taken from a check 
negotiated in Scranton, Pa. 


HERBERT E. CASSIDY (38497), an 
old offender, is again reported from the 
vicinity of Ellenboro, N. C., where he 
defrauded a local merchant who honored 
his draft drawn on the National Ice 
Cream Company, Chicago, Ill. Under 


the National Ice Cream Company ap- 
peared the name Hally Company and 
the draft was drawn on the regular 
form of the National Loan and Ex- 
change Bank of Columbia, S. C. Cassidy 
was traveling in a Peerless roadster 
with Wisconsin license No. C-202-956. 
The Automobile License Bureau of Wis- 
consin advised that this license was 
issued to the operator who gave his 
address as 107 S. Butler Street, Madi- 
son, Wis. There is no National Ice 
Cream Company in Chicago. Cassidy 
is 39 years of age, 5 feet 11% inches 
tall and weighs 145 pounds. 


VANCE CHAMBERLAIN (3474) 
formerly had an account with the Farm- 
ers and Merchants Bank of Malvern, 
Ark., but in spite of the fact that he 
has only had a thirty-one cent balance 
since May, 1925, numerous checks have 
come through against the account dur- 
ing the past month, all made payable to 
Mrs. Vance Chamberlain. The operator 
is using the same form of check which 
he had while in business in Malvern 
some years ago, showing in the upper 
left corner in red ink, “Vance Chamber- 
lain, General Merchandise.” The most 
recent checks have come through from 
Dallas and Fort Worth, Texas. 


GEORGE CLINE (3475) succeeded 
in negotiating a bogus check drawn on 
the Colonial Trust Company, Newark, 
N. J., signed Martin LaMasney. It is 
believed the operator will be prosecuted 
by the authorities of Dunellen, N. J., 
and information regarding his where- 
abouts should be communicated to the 
nearest office of our agents. Cline is 25 
to 26 years of age, 5 feet 11 inches tall, 
weighing about 165 pounds; medium 
build; has light brown hair and a small 
light brown mustache. He is a good 
dresser and very neat in appearance. 


HARLEY F. COCHRANE (3476) 
succeeded in cashing a bogus check in 
Beulah, Miss., drawn on the First Na- 
tional Bank, Lawrenceville, Ill. When 
returning the check the Illinois bank 
advised that a number of checks signed 
by this operator had come through from 
different parts of the country but he 
has no account with their institution 
and never did have one. Due to the 
carefulness of the cashier of the Beulah 
bank, that institution did not suffer any 
loss but one of their depositor’s did. 
However, this operator is a menace to 
the banking fraternity and every effort 
should be made to put a stop to his prac- 
tice. Cochrane weighs about 175 
pounds; stocky build, posed as a timber- 
man, and from his dress appeared to 
be one. 


MARY L. DUNN (3477) opened an 
account with a Duluth, Minn., bank by 
depositing a check which purported to 
cover her balance with the Fletcher 
Savings and Trust Company of Indian- 
apolis. She succeeded in getting a small 
advance against the uncollected paper 
which was later returned “no account.” 
She tried the same scheme on a Denver, 
Colo., bank where she deposited a $2,350 
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check on the Hodiamont Bank, St. Louis, 
Mo., and it now develops that she has 
defrauded other banks and_ hotels 
throughout the country of small amounts 
by means of the same method. The 
woman is apparently about 45 years of 
age, 5 feet 6 or 7 inches tall, weighs 175 
pounds; has dark hair and eyes; very 
smooth complexion without any evidence 
of rouge or makeup. She is dressed in 
black creating the impression that she is 
in mourning for some lost relative. She 
is a very quiet and pleasant talker. A 
specimen of the operator’s signature is 
reproduced, and it is requested that any 
information concerning her be trans- 
mitted to the nearest office of our agents. 


Yrany 


40 


JAMES E. EDWARDS (3478) ap- 
pears to have been meeting with con- 
siderable success negotiating bogus 
drafts throughout the Middle West. 
These drafts purport to have been issued 
by the Dallas, Tex., office of the Fidelity 
and Deposit Company of Maryland. 
Thus far all have been payable to James 
E. Edwards in amounts ranging from 
$22.50 to $165.50. On the signature 
line appears the name Carter E. Roberts 
or McKinley Pritchard and below this is 
printed the words “Claim adjuster.” At 
the bottom to the left “Collectible 
through Federal Reserve Bank of Rich- 
mond, Va.” is printed and underneath 
this are spaces for filling in “File No.” 
“B File No.” and “C No.” No descrip- 
tion of Edwards is available but if a 
banker receiving one of these worthless 
drafts should recognize it and promptly 
notify his customer, it might focilitate 
the arrest of the operator. 


WILLIAM H. FISHER (3479) se- 
cured a position as salesman at the New 
York office of the National Grape Prod- 
uct Distributing Corporation and short- 
ly afterward turned in a check purport- 
ing to have been issued in payment for 
an order of merchandise. He collected 
his commission and later when the check 
was returned marked “forgery,” he had 
disappeared. Fisher is 46 years of age, 5 
feet 6% inches tall, weighing 185 to 190 
pounds; stout, and has brown hair and 
mustache. He does not present a very 
good appearance, but speaks Hungarian 
and German fluently. He has tried to 
get employment with other companies in 
the grape juice business and may make 
further efforts in the same line. 


Under the name J. W. GREER (3482), 
a bogus draft operator, introduced him- 
self to a citizen of Jackson, Miss., as a 
member of the firm of Greer & Greer of 
Dallas, Tex., and succeeded in ‘convinc- 
ing the Jackson man that they had met 
several years previous. The intended 
victim did not recall the previous meet- 
ing, but knowing the firm that the op- 
erator represented himself to be con- 
nected with was of very good reputa- 
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tion, he allowed himself to be convinced 
that the previous meeting had actually 
taken place. Before leaving Jackson 
the operator induced his victim to in- 
dorse a draft for $50 drawn on Dallas, 
Tex., later returned “party unknown.” 
The operator is said to have a very pleas- 
ing personality. He appeared about 35 
years of age, stocky build, medium 
height and knew the cotton trade. 


HOMER G. GILES (3481), alias H. 
M. Bentz, rented office space in Los An- 
geles and then had the name Homer G. 
Giles, Contractor, printed on a check 
book of a local bank. He then employed 
three mechanics and gave them a number 
of checks for $24 each purporting to be 
payroll checks, and about 30 of them 
were negotiated with local merchants 
before the fraud was discovered. Giles 
is 35 to 40 years of age, 5 feet 9 inches 
tall, weighing 175 pounds; has sandy 
hair, full face and dark complexion. 


Checks purporting to have been issued 
by the Standard Oil Company and signed 
John Burke, Superintendent, or William 
Burke, Superintendent, payable to JOHN 
HERMAN (8483), and drawn on the 
Orange County Trust Company, Middle- 
town, N. Y., have been negotiated in Sus- 
quehanna, Hawley and Honesdale, Pa., 
also Port Jervis and Hancock, N. Y. The 
checks are entirely bogus, but at this 
time we have no physical description of 
the operator negotiating them. 


Fake Flying Club 


President 


ITH checks purporting to have 
been issued by the “Boy and Girl 
Around the World Flying Club, Inc.,” an 
operator using the name C. HAMILTON 
GAULT (3480) has opened accounts at 
banks in Denver, Colo., and other west- 
ern cities. These checks are drawn 
against a non-existent account in the 
Chase National Bank of New York City 
and are signed Roy F. Barnes, Comp- 
troller, and C. Hamilton Gault, Presi- 
dent. Some of them bear bogus certifica- 
tion stamps, and it is alleged a manufac- 
turer of flying machines in Colorado was 
defrauded of several thousand dollars. 
Gault has circulated a book setting 
forth the merits of an aeroplane factory 
which he claims to control and has been 
using as reference a number of people in 
the public eye, among them Col. Charles 
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Lindbergh and a past officer of the 
American Bankers Association. We have 
no physical description of the operator, 
but are reproducing one of his bogus 
checks. 


F. L. HOFFMAN (3484) defrauded a 
motor car dealer in Gainesville, Ga., by 
trading in an old car for a new one and 
giving a worthless draft for the balance 
due. The draft was drawn on Banco 
Mercantil Americano DeCaracas and 
signed W. E. Wesselhoefd. It was ac- 
cepted at the local Gainesville bank for 
collection and they were advised by the 
Royal Bank of Canada that the Banco 
Mercantil had been absorbed in April, 
1925, and the name appearing on the 
draft was not known to them. 


Negro Forger Wanted 


Oliver W. Jenkins 


LIVER W. JENKINS (8485), alias 

Albert Jenkins, who was arrested in 
New York City in May, 1926, on a 
worthless check charge, but made resti- 
tution and thus escaped jail, has renewed 
his activities against banks and others. 
He succeeded in defrauding banks in 
Westchester towns adjacent to New 
York City, and it is believed he at- 
tempted to defraud other institutions 
in Perth Amboy, N. J. The investiga- 
tion conducted by our agents disclosed 
that he had also been arrested in Yon- 
kers and a photograph secured from the 
police there was identified by five differ- 
ent persons as an operator who had 
cashed raised postal money orders. His 
attacks on banks. only netted him small 
amounts, and while it is doubtful whether 
or not he could be extradited for any of 
them, the postal authorities are anxious 
to get their hands on him. Should his 
picture be identified as the person who 
has an account in any bank receiving 
copy of this warning, they should re- 
quest their local police to arrest him and 
communicate with Post Office Inspector 
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G. A. Smith, New York City. Our agent 
should also be notified. Jenkins is 34 
years of age, 5 feet 8% inches tall, 
weighing 142 pounds, slim build; has 
very black complexion, dark eyes and 
black, kinky hair. 


William L. Jones 


WILLIAM L. JONES (3243), whose 
picture, together with an article describ- 
ing his method of operation, was last 
carried on page 6 of the July, 1928, Pro- 
tective Section, has since visited Cincin- 
nati, Ohio, where he arranged to buy a 
hotel, giving a check for approximately 
$20,000 drawn on the Bank of Commerce 
and Savings, Washington, D. C. He also 
gave another party a check for $1,300 
to cover the furnishings in the hotel. 
Our reports do not indicate whether he 
was successful in defrauding anyone in 
Cincinnati, but it is presumed he fol- 
lowed his usual procedure of having the 
persons with whom he was doing busi- 
ness either personally cash a check for 
him or indorse it at their bank. Jones 
has successfully operated since the early 
part of 1922, his victims generally being 
well to do colored citizens. He is about 
62 years of age, 5 feet 4 inches tall, 
weighing 132 pounds; medium build; has 
light brown complexion, light hair and 
maroon eyes. We are again reproducing 
his picture, and would suggest that 
banks, particularly those having colored 
depositors, in the real estate business, 
exhibit this picture to such depositors. 
In the event of Jones’s arrest, there is 
no doubt that numerous detainer war- 
rants will be filed. 


Edward J. Koerner 


HE Chief of Police of Berkeley, Cal., 

has identified EDWARD J. KOER- 
NER (3409), the details of whose worth- 
less check activities were reported on 
page 6 of the October, 1928, Protective 
Section, as an operator wanted by his 
department who previously was convicted 
in Los Angeles. The authorities of 
Berkeley, Cal., will extradite from wher- 
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ever he is located. We are reproducing 
his photograph and his correct descrip- 
tion follows: 53 years of age, 5 feet 6 
inches tall, weighing 168 pounds; has 
scars on the second and third joint in- 
side right middle finger and is an engi- 
neer by profession. His fingerprint clas- 
sification is: 832/32 IM/OI 16. 


Thomas Loveday 


THOMAS LOVEDAY (3486) defrauded 
a Long Island City bank of $4,500 
through forging the signature of one of 
their depositors. He was well known 
at the bank, and was thought to be a 
business partner of the depositor. Love- 
day is a former bookmaker and will 
probably frequent race tracks. He is 
traveling in a Studebaker Victoria coupe, 
New York license 1C-85-92. He is 40 
years of age, 5 feet 11 inches tall, 
weighing 200 pounds; mixed gray hair, 
slightly bald on top; his teeth are all 
false. 


articles 

have appeared reporting the activi- 
ties of bogus check operators defrauding 
merchants and hotels by having them 
cash checks which purport to have been 
issued by well known corporations. 
WILLIAM J. MONHEIM (3487), the 
most recent addition to this class of 
crooks, induced a hotel proprietor at 
Pittsfield, Pa., to cash a check for $75 
which bore in the upper left portion, 
the printed name of the “Commander 
Larabee Cereal Company, Chicago, IIl.,” 
and the “National Bank of the Republic, 
Chicago, IIl.,” at the bottom to the left. 
The check purported to be signed by 
Robert L. Stevens as treasurer of the 
cereal company. This company is a 
reputable concern with offices at Minne- 
apolis, Minn., but have no account with 
the National Bank of the Republic nor 
is any person named Stevens authorized 
to sign their checks. A meager descrip- 
tion of the operator follows: about 30 
to 35 years of age, about 5 feet 10 inches 
tall. 


the past several 


payroll check operator using 
the name HARRY MOORE (3488), 
or More, is drawing checks purporting 
to be issued by the St. Louis Machine- 
Die Company, G. C. Garber, paymaster, 
and has succeeded in defrauding several 
merchants in the vicinity of St. Louis, 
Mo. These checks are crudely printed 
on cheap paper with the name of the 
First National Bank in large type. The 
particular check called to our attention 
is in the amount of $23.50, which has 
been inserted by the use of a large type 


protectograph, and bears the quotation 
“Not over $250” in red ink. The work 
of this operator is so crude that no 
bank should suffer loss through him, but 
any bank receiving one of his checks on 
deposit should at once communicate with 
its depositor in an attempt to cause the 
apprehension of the operator. 


SAMUEL PORTNOV (3489), alias 
Abraham Katz, alias Abraham Rubin, 
opened accounts with several New York 
City banks, depositing checks drawn on 
the Merchants National Bank and the 
First National Bank of New Haven, 
Conn., signed Arthur Johnson and A. 
Cohen. His deposits were subsequently 
returned “no account.” While we have 
no record of any member being de- 
frauded, the operator secured pass and 
check books from various banks and im- 
mediately proceeded to issue checks to 
merchants and others. It is reported he 
secured an automobile from a New York 
dealer with one of his worthless checks 
and was arrested, but later released 
when he made good the amount of the 
check to the dealer. No description or 
other information is available at this 
time. 


THOMAS ROSE (3490) defrauded a 
banker in Logan, Utah, whom he in- 
duced to cash a check drawn on the 
printed form of the Sperry Mills of 
Ogden, Utah, payable at the National 
Bank of Commerce, Ogden. It is believed 
that this operator is in possession of a 
number of other checks which were 
stolen from the Sperry Mills, and he 
may try to victimize other members in a 
like manner. 


JOHN H. SLOAN (38491), alias J. H. 
Sloan, alias W. R. King, alias J. W. Rice, 
alias Karl Andrews, has been negotiating 
bogus cashiers’ and corporation checks 
for small amounts in the vicinity of St. 
Louis and Kansas City, Mo. Checks are 
all made out to J. H. or John H. Sloan 
and have name of the Seaboard National 
Bank, New York City, or the Chase Na- 
tional Bank, New York City, inserted by 
means of a rubber stamp in the lower 
left-hand corner. One check which was 
negotiated in St. Louis was ostensibly 
issued by J. W. Rice, cashier of the First 
National Bank of Troup, Tex., drawn on 
the Chase National Bank. Another on 
the form of the First National Bank of 
Stratford, Okla., signed by Karl An- 
drews, cashier, has the name of the 
Seaboard National Bank inserted. The 
bogus corporation check purports to be 
one of the Southwestern Public Service 
Company, Amarillo, Tex., and is signed 
Southwestern Public Service Company, 
E. T. Carrington, General Manager. 


yan 
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E are advised that the Sheriff of 

Leflore County, Mississippi, holds a 
warrant for HARRY A. SMITH (3492), 
alias H. R. Carlton. This operator ob- 
tains the confidence of some person of 
standing in the community and then gets 
him to indorse checks made out to either 
of the names shown above and signed 
“Pittsburgh Water Heater Company, by 
Manager.” The name of the company is 
written over the signature line with a 
typewriter. In the lower left-hand cor- 
ner of the check is written in by type- 
writer “Commissions Due to and Includ- 
ing.” Smith is 5 feet 1 or 2 inches tall, 
weighs about 140 pounds; has ruddy 
complexion, black hair and a slight limp 
in right foot. Any person reading this 
warning who has information on the 
operator is requested to communicate 
with the Sheriff of Leflore County, 
Greenwood, Miss. 


W. C. THOMAS (3493) has defrauded 
merchants and others in the vicinity of 
Annapolis and Baltimore, Md., by in- 
ducing them to cash checks bearing his 
signature drawn on the First National 
Bank of Alliance, Ohio. The checks are 
for small amounts, and the name of the 
bank is written in on a blank form 
which can be purchased at any station- 
ery store. Thomas represents himself 
to be employed in the drafting depart- 
ment of the Baltimore and Ohio Rail- 
road, but this company advises that they 
have no such person in their employ. 
This operator although using the same 
name is a different person than the one 
carried on page 6 of the April, 1928, 
Protective Section. 


A check operator using the 
name E. M. TURNER (3494) has been 
operating against merchants and banks 
in the vicinity of New York City with 
checks which purport to have been is- 
sued by the Circle Contracting Com- 
pany, 236 West 56th Street, New York 
City, and drawn on the Sixth Avenue 
Bank. The Circle Contracting Company 
is a legitimate corporation, but no one by 
the name of Turner is authorized to sign 
their checks nor have they an account 
in the Sixth Avenue Bank. Should this 
operator come to your attention, it is re- 
quested that you at once communicate 
with our agents in New York. 


G. E. WHITE (3495), alias W. E. 
Fair, alias B. U. Knect, has been draw- 
ing checks on the City National Bank, 
New York, N. Y., a non-existent institu- 
tion. They purport to have been issued 
by the American Auditing Company, 
which also appears to be a fictitious 
name. Several have come through from 
various Ohio points and while no de- 
scription of the operator is available, it 
is said that he wears a Masonic pin and 
uses his alleged affiliation with the Ma- 
sonic fraternity to gain the confidence 
of merchants, hotel managers:or private 


individuals whom he later succeeds in de- 
frauding. 


HENRY F. WHITE (3496) is draw- 
ing worthless checks on the Third Na- 
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Offices of the William J. Burns International Detective Agency, Inc. 


CALIFORNIA, Los ANGELES—525 I. N. 

Van Nuys Building. 
SAN FRANCISCO—1015 United Bank 

& Trust Co. Building. 

COLORADO, DENVER—424 Cooper Building. 

DISTRICT OF COLUMBIA, WASHINGTON— 
601 Southern Building. 

MiaAMI—610 Exchange Build- 
ing. 

GEORGIA, ATLANTA—921 Healey Build- 
ing. 

ILLINOIS, CHICAGO—1050 Otis Building. 
LOUISIANA, NEW ORLEANS—930 Hiber- 
nia Bank Building. 
MARYLAND, BALTIMORE—902 

Building. 


Fidelity 


tional Bank, Syracuse, N. Y. He for- 
merly had an account with the Syracuse 
bank, but there is now only a small dor- 
mant balance to his credit. Hotels in the 
vicinity of Detroit and Ann Arbor, 
Mich., have sustained losses in small 
amounts and we are now advised that a 
$15 check was cashed by a bank in Jack- 
son, Mich. No physical description is 
available, but, White apparently employs 
no aliases, this warning should be suffi- 
cient to result in his arrest. 


Lost Draft and Cashier’s 
Checks 


HE Southern Bank and Trust Com- 

pany, Miami, Fla., advises that the 
following bank draft and _ cashiers’ 
checks have mysteriously disappeared 
from their bank: Draft No. 3311 drawn 
on the Bankers Trust Company, New 
York. Cashiers’ checks Nos. 58582, 58596, 
58609. Should any of the above checks 
be presented to you, please communicate 
with the Southern Bank and Trust Com- 
pany, Miami, Fla. 


Lost Unsigned Bank 


Notes 


HE Peoples National Bank of Eliz- 

abeth, N. J., advises that a package 
of unsigned national bank notes in orig- 
inal sheets of 10-10-10-20 bearing num- 
bers 18686 to 18726 inclusive have been 
lost, mislaid or stolen. It is desired that 
this information be transmitted to all 
tellers and others handling money. 
Should any of these bills come to your 
attention, the Elizabeth bank desires you 
notify it by collect wire at once. 


Stolen Bonds 


HE First National Bank, St. Louis, 

Mo., has advised us that the follow- 
ing described bonds have been stolen, 
and requests that should any information 
regarding them come to the attention of 
other members their auditing department 
be at once notified by collect wire: 


MASSACHUSETTS, BOSTON—345 New 
Chamber of Commerce Building. 
MICHIGAN, DETROIT—436 Dime Savings 

Bank Building. 
MINNESOTA, MIN NEAPOLIS—7 26 
Knight Building. 
MISSOURI, KANSAS 
Arcade Building. 
Str. Louis—619 Louderman Building. 
New YorK, BuFFALO—405 D. S. Mor- 
gan Building. 
New York City—165 Broadway. 
OHIO, CINCINNATI—816 First National 
Bank Building. 
CLEVELAND—1105 Swetland Building. 
OKLAHOMA, OKLAHOMA CITY—908 Col- 
cord Building. 


Mc- 


Ciry—403 Ridge 


$3,000 First mortgage 6 per cent gold 

notes Nos. 57-58-59, Grand View 

Arcade Building, St. Louis, Mo., 

three at $1,000 each. 

First Baptist Church of Beau- 

mont, Tex., first mortgage 6 per 

cent No. 106, due 6/1/82. 

$1,000 Broadway M. E. Church, Indian- 
apolis, Ind., first mortgage 6 per 
cent No. 141, due 9/1/35. 

$500 First Church of Christ Scientist, 

Louisville, Ky., first mortgage 6 
per cent, due 6/1/87. 


$1,000 


Lost Securities 


On Oct. 26, 1928, the Glen Park State 
Bank of Gary, Ind., was held up and the 
following described travelers’ checks and 
securities stolen: 

American Express Company Travelers’ 

Checks: 

Nos. H-2458314 to 349, $10.00 denom- 
ination. 

Nos. G-2501497 to 499, $20.00 denom- 
ination. 

Nos. G-4009447 to 449, $20.00 denom- 
ination. 

Nos. I-7296990 to 7019, $20.00 denom- 
ination. 

Nos. 
ination. 

Nos. C-6332630 to 639, $50.00 denom- 
ination. 


C-5188035 to 039, $50.00 denom- 


OREGON, PORTLAND—1008 Yeon Buildi 
PENNSYLVANIA, PHILADELPHIA — 
Widener Building. 
PITTSBURGH—1404 
Bank Building. 
TENNESSEE, MEMPHIS—414 Bank of 
Commerce & Trust Co. Building. 
TEXAS, DALLAS—614 Kirby Building. 
HoustoN—1020 Marine Bank & Trust” 
Co. Building. 
SAN ANTONIO—606 Travis Building, 7 
UTAH, SALT LAKE CITY—527 Continental 
Bank Buliding. 
WASHINGTON, SEATTLE—1805 L. C. Smith, 
Building. 
SPOKANE—1204 Old National 
Building. 


First N ational 


Bank 


Liberty Bonds: 

$50.00 Coupon Bond Third Liberty 
Loan No. 3782509 with last three cou. 
pons attached. 

$100.00 Registered Third Liberty Loan 
No. 406153 to Ethel Spicklemire, Ran- 
toul, Ill., endorsed by her, but not ac. 
knowledged by authorized person. 
Special Improvement Bonds by City of 

Gary: 

$11,540.98 on Alley 37 B South and 
other alleys, Waiver Account No. 755, 
interest from June 7, 1928, being in de- 
nomination of 40 bonds of $500 each and 
10 bonds of $154.09 each, Olson Brothers, | 
Contractors. 

21,741.48 on 36th Avenue Pavings, | 
Section 6, Waivered Account No. 4004, 
interest from May 23, 1928, being in de- > 
nominations of 40 bonds of $500 each and 
10 bonds of $174.14 each, M. D. Heiny, 
Contractor. 

Should any of the above listed securi- 
ties come to the attention of readers of” 
this article, it is requested that they” 
communicate by collect wire with the de- 
frauded bank. 


Arrests and Dispositions 


be detailed record of arrests and 
dispositions usually presented 
this page is omitted due to lack of space, © 
but the figures are taken into account in 
the following table: 


Statistics of the Protective Department 


Arrests 


Dispositions 


Awaiting 


Trial |Reported| Reported 


Forgers, etc.... 
Burglars....... 


Holdup robbers 


Total 
Dis- |Fugitives|Awaiting 
charged |Escaped,| Trial 
or Ac- | Insane 
quitted | or Dead 


| 
Sept. I, | Since In Total Con- 
1928 |Sept.1,| Nov. victed 
| 
P| 99 | 30 21 51 29 12 5 104 4 
23 | 0 3 3 0 1 0 5 & 
| 4| 2%] 19 0 2 | 130 
Total.....| 249 | 50 28 73 | 48 | 13 7 259 | 
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